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Bert Fish to be Envoy Extraordinary and
Minister Plenipotentiary of the United States
of America to Portugal.

REJECTION
Executive nomination rejected by the
Senate February 10, 1941, as follows:

Bonham E. Freeman to be postmaster at
Bowling Green in the State of Missouri.

HOUSE OF REPRESENTATIVES

Moxpay, FeEBruary 10, 1941

The House met at 12 o'clock noon.

The Chaplain, Rev. James Shera Mont-
gomery, D, D. offered the following
prayer:

Most gracious Lord God, we praise
Thee that in the long travail of this tor-
tured earth Thou hast never forsaken
Thy children. Thy merciful Providence
has always led us along the white ways of
eternal hope where there is true peace
and unwearying toil. Morning, noon, and
night will come, but truth will expand,
life will be made beautiful, and the
human spirit redeemed as it passes
beyond all discordant voices where time
and space are but bursting bubbles. Oh,
fill our hearts with love for Thee and our
fellow men; inspire us to wiser concep-
tions of fatherhood and brotherhood that
we may discern that there is something
beneath our experiences, something
noble, something pure, and as modest as
it is unblemished. Heavenly Father, we
rejoice that love will never die. Proph-
ecles may fail, knowledge may vanish
away, and tongues may cease but love will
remain fragrant and gladden human
hearts until the power of sin is foiled.
Almighty God, vindicate our faith by
writing morning hope on the brow of this
sad world, and let us hear Thy voice above
the troubled waters. In our dear Re-
deemer’s name. Amen.

The Journal of the proceedings of Sat-
urday, February 8, 1941, was read and
approved.

OFFICE OF DISBURSING CLERK

Mr. COCHRAN. Mr. Speaker, by di-
rection of the Committee on Accounts, I
submit a privileged resolution, and ask
for its immediate consideration.

The Clerk read as follows:

House Resolution 92

Resolved, That there shall be paid out of
the contingent fund of the House, until
otherwise provided by law, compensation at
the rate of $1,800 per annum for the services
of an additional assistant in the disbursing
office, who shall be designated by the dis-
bursing clerk subject to the approval of the
Clerk of the House.

Mr. ALLEN of Ilinois. Mr. Speaker,
will the gentleman yield?

Mr. COCHRAN. I yield.

Mr. ALLEN of Illinois. It is true, is
it not, that the disbursing office is al-
ready taking care of over 500 retirement
employees?

Mr. COCHRAN. The gentleman is
correct. There are about 1,500 em-
ployees in the legislative branch eligible
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to apply under the Retirement Act. I
may say that in the 15 years I have
been a member of the Committee on Ac-
counts I have never heard a better case
presented than was presented on this
matter in justification for this addi-
tional employee.

Mr. ALLEN of Illinois. Not only does
the disbursing office take care of these
retired employees but most of the Mem-
bers have hired an additional clerk, and
there are many requests made on the
disbursing office. We feel this additional
clerk for the disbursing office is necessary
and justified.

Mr. COCHRAN. The gentleman is
entirely correct.

Mr, Speaker, I move the previous
question on the resolution.

The previous question was ordered.

The resolution was agreed to, and a
m?)il:ion to reconsider was laid on the
table.

REPORT OF COMMITTEE ON ADMINISTRATIVE
PROCEDURE

Mr. JARMAN. Mr. Speaker, from the
Committee on Printing I report back a
privileged resolution (S. Con. Res. 4,
Rept. No. 58) and ask for its immediate
consideration.

The Clerk read as follows:

Senate Concurrent Resolution 4

Resolved by the Senate (the House of Rep-
resentatives concurring), That there be
printed 9,000 additional coples of the Senate
Document No. 8, current session, entitled
“Report of the Committee on Administra-
tive Procedure,” appointed by the Attorney
General, at the request of the President, to
investigate the need for procedural reform
in various administrative tribunals and to
suggest improvement therein, of which 2,000
copies shall be for the use of the Senate,
4,600 copies for the use of the House, 1,000
copies for the Senate Committee on the Ju-
diciary, and 1,500 copies for the Committee
on the Judiciary of the House of Representa-
tives.

The resolution was agreed to, and a
motion to reconsider was laid on the
table.

‘WORK PROJECTS ADMINISTRATION

Mr. WOODRUM of Virginia, from the
Committee on Appropriations, reported
the bill (H. R. 3204) making additional
appropriations for the fiscal year 1941
urgently required for the Work Projects
Administration and certain other Fed-
eral asencies, and for other purposes
(Rept. No. 59), which was read a first and
second time and, with the accompanying
papers, referred to the Union Calendar
and ordered to be printed.

Mr. TABER reserved all points of order
against the bill.

TREASURY-FPOST OFFICE APPROPRIATION BILL,
1942

Mr. LUDLOW, from the Committee on
Appropriations, reported the bill (H. R.
3205) making appropriations for the
Treasury and Post Office Departments for
the fiscal year ending June 30, 1942, and
for other purposes (Rept. No. 60), which
was read a first and second time and,
with the accompanying papers, referred
to the Union Calendar and ordered
to be printed.
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Mr. TABER reserved all points of order
against the bill.

EXTENSION OF REMARKS

Mr. LUDLOW. Mr. Speaker, this aft-
ernoon I expect to make some remarks
on a bill to be called up by the gentleman
from North Carolina. I ask unanimous
consent now in the House that I may in-
clude in the remarks I expect to make
some testimony presented by Secretary
Morgenthau on that subject before our
Committee on Appropriations.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. WELCH. Mr, Speaker, I ask unan-
imous consent to extend my remarks in
the REcorp and to include therein an
address delivered by Mr. Joseph Scott, of
Los Angeles, in the civic auditorium of
San Francisco on the subject, Ireland’s
Neutrality.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr, ROBERTSON of North Dakota.
Mr, Speaker, I ask unanimous consent to
extend my own remarks in the Recorp
and include therein a resolution passed
by the State Senate of North Dakota.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr, WIGGLESWORTH. Mr. Speaker,
I ask unanimous consent to extend my
own remarks in the REcorp and include
therein an article appearing in the
Washington Post on February 4.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. CHIPERFIELD. Mr. Speaker, I
ask unanimous consent to extend my
own remarks in the REcorp and include
therein two or three short excerpts from
the hearings on the bill H, R. 1776.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. PIERCE. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp and to include
therein an address delivered by Mr. R. M.
Evans, Administrator of the Agricultural
Adjustment Administration.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. JENKINS of Ohio. Mr. Speaker,
I ask unanimous consent to extend re-
marks I expect to make later in the day
on the bill to be called up by the gentle-
man from North Carolina and include
certain excerpts therein.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.
CONTINUATION OF THE DIES COMMITTEE

Mr. JENKINS of Ohio. Mr. Speaker,
I ask unanimous consent to address the
House for 1 minute.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. JENKINS of Ohio. Mr. Speaker,
I understand it is contemplated to take
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up tomorrow a resolution providing for
the continuation of the Dies committee.
I fear that matters in my distriet will re-
quire my absence from the Chamber to-
morrow, but I want to go on record as
being in favor of this resolution.

I notice from the newspapers it is con-
templated the committee will ask for
$1,000,000. I would not be in favor of so
large & sum. I understand they have
modified their request and will ask for
$100,000, which is reasonable. I served
with the gentleman from Texas [Mr,
Dres] on the Committee on Immigration
and know he is a loyal American. I sup-
port him in the work he is doing and
hope his committee will be continued.
[Applause.]

EXTENSION OF REMARKS

Mr. SPRINGER. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks and include a brief editorial from
the Indianapolis Star.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. VOORHIS of California, Mr,
Speaker, I ask unanimous consent to ex-
tend my own remarks in the REcorp and
to include a resolution of the Young
Democratic Clubs of California, in sup-
port of H. R. 160.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia [Mr. Voorr1s]?

There was no objection.

YOU CANNOT CONSCRIPT A MAN'S DEVOTION

Mr. FULMER. Mr., Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Is there objection to
the request of the gentleman from South
Carolina [Mr. FuLMER]?

There was no objection.

Mr. FULMER. Mr. Speaker, I have
asked for this time to announce to the
Members of the House that the Agricul-
ture Committee will commence hearings
on House Joint Resolution 15, which pro-
poses a thorough investigation of the
pulp and paper industry as outlined in
this resolution, tomorrow, February 11,
at 10 a. m. I hope that each of you will
have the page boy bring you a copy of
this resolution for the reason that I am
anxious to have you acquaint yourselves
with the purpose of the resolution, with
the further hope that you will join with
me and my committee in exposing what
I believe to be the biggest monopolistic
racket existing with any group in the
United States.

During the past 2 years a special joint
congressional committee composed
five Senators appointed by the President
of the Senate, and five Members of the
House appointed by the Speaker, has
been investigating the forestry problems
of the country. I want to say to you as
vice chairman of this committee that the
manner in which these well-organized
lumber and sawmill operators and these
pulp and paper mills are ruthlessly de-
stroying this great national resource—
our forests—is a disgrace and a challenge
to the Congress and the public to do
something about it. These industries op-
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erate under an association where they
are able to work out and establish trade
practice rules and regulations whereby
they are not only able to control their
production but they control the distribu-
tion of their products, and they abso-
lutely have a hog-tied monopoly in fixing
prices in buying logs and pulpwood, as
well as fixing their selling prices to the
consuming public, You can take it or
leave it.

The manner in which the pulp and
paper mills are buying pulpwood through
their agents from farmers today is noth-
ing less than highway robbery. There
are thousands of wage earners operating
in cutting and hauling pulpwood and the
wages that they receive for long hours
and exiraordinarily hard work is not
enough to buy for them and their families
the real necessities of life. Then we
wonder why farmers and wage earners
are migrating from the farms and the
rural sections of the country.

I want you to take this and think about
it. Farmers receive from 15 cents to $1
per unit—160 cubic feet—which is actu-
ally 114 cords of wood, and wage earners
are receiving from 80 cents to $1 per day.
In the meantime, it is the thought of
Congress that we can build a well-
balanced and successful national-defense
program. What good are arms for de-
fense when there is no hope? You can-
not conscript & man’s devotion? [Ap-
plause.]

THE HONORABLE J. J. MANSFIELD

Mr. ELEBERG. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Is there objection to
the request of the gentleman from Texas
[Mr. KLEBERG]?

There was no objection.

Mr. ELEBERG. Mr. Speaker, I take
the floor on this occasion to felicitate my
colleague the gentleman from Texas, the
Honorable J. J. MANSFIELD, on having at-
tained the ripe age of 80 years. [Ap-
plause.] On yesterday the judge had his
eightieth birthday.

To the gentleman from Texas, JoE
MansrFIELD, has gone the earned and dis-
tinguished honor of having served on the
Rivers and Harbors Committee longer
than any man in the history of the Con-
gress. He has just passed the record set
by the late Representative S. M. Spark-
man, of Florida, while he was a Member
of the House, who became a member of
that commitiee on July 24, 1897, and
terminated his service on March 4, 1917.

The gentleman from Texas, JoE Mans-
FIELD, through his entire career as a Mem-
ber of Congress, has earned the respect
and the love of all his fellow Members
here in this position high in the public
trust. It is with a tinge of some sadness
that I must comment on the loss of his
beloved sister during the last hours of
the debate on the important bill which
we passed in this body on last Saturday.
His son is at the present moment desper-
ately ill in the hospital, and I bespeak for
the Members of this House and the mem-
bers of the Texas delegation for the
prompt recovery of his son, Bruce, and
the judge’s continued good health. He
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is a grand man, a great citizen, and a
loyal friend. [Applause, the Members
rising.]

EXTENSION OF REMARKS

Mr. RIVERS. Mr. Speaker, I ask
unanimous consent to extend my own re-~
marks in the Recorp and to include a
radio address by Dr. Maurice S. Sheehy
over the Columbia Broadcasting System
last Saturday.

The SPEAKER. Is there objection to
the request of the gentleman from South
Carolina [Mr, RIvErs]?

There was no objection.

Mr. THOMAS F. FORD. Mr. Speaker,
I ask unanimous consent to extend my
own remarks in the REcorp on a matter
pertaining to the National Youth Admin-
istration.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia [Mr. TeHOoMAS F. ForD]?

There was no objection.

STRIKES AND THEIR EFFECT ON NATIONAL
DEFENSE

Mr. LELAND M. FORD. Mr. Speaker,
I ask unanimous consent to address the
House for 1 minute.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia [Mr. LELaxnD M. Forp]?

There was no objection,

Mr, LELAND M. FORD. Mr. Speaker,
I have two pieces cut out of the Washing-
ton Star of February 7. One of them is
the Army’s idea and one of them is Mr,
Hillman’s idea.

Col. Donald Armstrong, of the Army,
says the entire United States powder-
manufacturing program has been blocked.
He says:

The Army cannot sit back and let national

defense be sabotaged by failure to deliver this
material.

He further states:

One hundred and thirty million people are
not going to sit back and do nothing about it.

Mr. Speaker, it seems to me that Con-
gress is sitting back and not doing any-

Mr. Hillman states that there are only
a handful of strikes and that everything
is all right. He says in this article, which
appears on the same page of the same
paper:

When a situation is in good condition, don't
meddle with it.

Good for whom? Good for the United
States of America or good for the Com-
munist C. I O. racketeer leaders? I
think it is time for the Congress to take
action, Here you have the Army saying
that we are not getting material and you
have Mr. Hillman, on the other hand,
making certain statements. Who is go-
ing to prevail? What are you going to do
about it? I think it is time for this
House to bring ouf legislation fo stop
these sabotage activities.

[Here the gavel fell.1

EXTENSION OF REMARKS

Mr. CURTIS. Mr., Speaker, I ask
unanimous consent to extend my own
remarks in the Appendix of the RECORD.



848

The SPEAKER. Is there objection to
the request of the gentleman from Ne-
braska [Mr. CUrTIS]?

There was no objection. :

Mr. CASEY of Massachusetts. Mr.
Speaker, I ask unanimous consent to in-
sert in the Appendix of the REcOrRDp an
article from the Washington Post of
Yyesterday.

The SPEAKER. Is there objection to
the request of the gentleman from Mas-
sachusetts [Mr. CASEY]?

There was no objection.

Mr. CARTWRIGHT. Mr. Speaker, I
ask unanimous consent fo extend my
own remarks in the ReEcorp and to in-
clude a speech I was to deliver before the
American Road Builders Association of
New York, but which through illness I
was unable to deliver,

The SPEAKER. Is there objection to
the request of the gentleman from Okla-
homa [Mr. CARTWRIGHT]?

There was no objection.

Mr. PITTENGER. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the REcorRDp in connection
with the subject of decentralization of
i:ildustrlal program of the administra-

on,

The SPEAKER. Is there objection to
the request of the gentleman from Min-
nesota [Mr. PITTENGER]?

There was no objection.

Mr. PITTENGER. Mr. Speaker, I ask

unanimous consent to extend my own
remarks in the REcorDp in connection with
the work of the Committee on un-Ameri-
can Activities—that is, the Dies com-
mittee.
- The SPEAKER. Is there objection to
the request of the gentleman from Min-
‘nesota [Mr. PITTENGER] ?

There was no objection.

THE HONORABLE JOSEPH J. MANSFIELD

Mr. PITTENGER. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Is there objection to
the request of the gentleman from Min-
nesota?

There was no objection.

Mr. PITTENGER. Mr. Speaker, I
want to join my colleague the gentleman
from Texas [Mr. Kreperc] in paying
tribute to the gentleman from Texas
[Mr, MansrFIELD], chairman of the House
Committee on Rivers and Harbors. It
has been my privilege to serve on that
committee. I congratulate the gentle-
man on having attained his eightieth
birthday yesterday, I do not believe
there is a Member of the House who
stands higher in its affection and esteem
than the distinguished gentleman from
Texas, who has a long and honorable
record of service to his country in the
House of Representatives. As chairman
of the Committee on Rivers and Harbors
he has been fair in his conduct of the
work of that committee. He is an out-
standing Member of this body, and 1
know we all wish him many, many more

years of happiness and activity. [Ap-
plause.]

[Here the gavel fell.]
EXTENSION OF REMARKS

Mr. PLUMLEY. Mr, Speaker, I find
that it is quite possible that by reason
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of other official engagements I shall not
be able to be present on the floor tomor-
row. Therefore I ask unanimous con-
sent to extend my own remarks in the
REecorp and include therein a radio ad-
dress which I am to make tomorrow.

The SPEAKER. Is there objection to
the request of the gentleman from Ver-
mont?

There was no cbjection.

Mr. CHENOWETH. Mr. Speaker, I
ask unanimous consent to extend my
own remarks in the ReEcorp and include
therein an editorial from the Colorado
Springs Gazette on national defense.

The SPEAKER. Is there objection to
the request of the gentleman from Colo-
rado?

There was no objection.

THE DIES COMMITTEE

Mr. DONDERO. Mr, Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Is there objection to
the request of the gentleman from Mich-
igan?

There was no objection.

Mr. DONDERO. Mr, Speaker, as it is
necessary for me to return to my State
tomorrow, I shall not be on the floor
when the Dies resolution comes before
this body. If I were present I would vote
enthusiastically for any reasonable re-
quest that commitiee may make for
funds to carry on its work. It has per-
formed a noble and patriotic service to
this Nation in turning the spotlight of
publicity upon the subversive interests at
work in this country to overthrow our
Government. I hope the House will vote
any reasonable appropriation the gentle-
men from Texas [Mr, Diesl, the chair-
man of that committee, may request of
this body.

As one Republican on the Committee
of Rivers and Harbors, I share and join
in what has been said about our distin-
guished chairman, Judge MANSFIELD,
who has just celebrated his eightieth
birthday. To the members of that com-
mittee, Republicans and Democrats alike,
Judge MaNsFIELD has always shown uni-
form kindness, uniform consideration,
and uniform courtesy. He is an able
and distinguished man. He knows more
about the rivers anc harbors of this
country than any man in this body. I
wish him well, and hope that many
happy returns of his birthday may be
his lot as he walks in the sunset of life,
[Applause.]

[Here the gavel fell.]

PERMISSION TO ADDRESS THE HOUSE

Mr. SNYDER. Mr. Speaker, I ask
unanimous consent that the 40 minutes
I have been allowed to address the House
today under special order may be made
available to me next Monday instead of
today.

The SPEAKER. Is there objection to
the request of the gentleman from Penn-
sylvania?

There was no objection. *

EXTENSION OF REMARKS

Mr. BARNES. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and include therein
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an address delivered last evening over
the radio by our great Speaker.

The SPEAKER. Is there objection to
the request of the gentleman from Illi-
nois?

There was no objection.

Mr. BROOKS. Mr., Speaker, I ask
unanimous consent to extend my own re-
marks in the ReEcorp and include therein
an editorial appearing in the Shreveport
Journal of January 18, entitled “The
Duty of Congress.”

The SPEAKER. Is there objection to
the request of the gentleman from Louisi-
ana?

There was no objection.

Mr. NICHOLS. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and include therein
a radio address I made on last Saturday.

The SPEAKER. Is there objection to
the request of the gentleman from Okla-
homa?

There was no objection.

PUBLIC DEBT ACT OF 1941

Mr. DOUGHTON. Mr. Speaker, I
move that the House resolve itself into
the Committee of the Whole House on the
state of the Union for the consideration
of the bill (H. R. 2959) to increase the
debt limit of the United States, to provide
for the Federal taxation of future issues
of obligations of the United States and its
instrumentalities, and for other purposes.

The motion was agreed to.

Accordingly the House resolved itself
into the Committee of the Whole House
on the state of the Union for the con-
sideration of the bill H. R. 2959, with Mr.
CawnoN of Misscuri in the chair.

The Clerk read the title of the bill.

On request of Mr. Coorer, and by
unanimous consent, the first reading of
the bill was dispensed with,

The CHAIRMAN. Under the agree-
ment reached last Monday, general de-
bate on this bill is limited to 3 hours,
one-half to be controlled by the gentle-
man from North Carolina [Mr. DoucH-
ToN] and one-half by the gentleman
from Massachusetts [Mr. TReapway].

The gentleman from North Carolina is
recognized.

Mr. DOUGHTON. Mr. Chairman, I
yield myself 20 minutes.

Mr, DOUGHTON. Mr. Chairman, this
is a very important bill, and somewhat
complicated, as all such bills are. While
I shall not decline to yield, I would pre-
fer to make my main statement, which
I have reduced to manuscript, before
attempting to answer any questions that
may be in the minds of any members
of the Committee with respect to the
provisions of the bill.

The occasion for this bill is our na-
tional-defense program. Were it not
for this program, the bill would not be
necessary and would not now be under
consideration by the House.

The purpose of the bhill is to provide
funds to cover the appropriations, au-
thorizations, and commitments already
made by the Congress, or which will be
made before July 1, 1942, in pursuance
of the requests contained in the Presi-
dent’s Budget of this year.

The bill neither appropriates nor au-
thorizes the expendifure of any funds.
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Its sole purpose is to enable the Treas-
ury, under such restrictions and limits
as the bill sets forth, to secure the neces-
sary funds to finance the program which
the Congress has authorized or will au-
thorize by further legislation.

When the Congress enacts measures
calling for the expenditure of money,
the Treasury, in order to carry out its
statutory duties, must secure such sums
either through taxation or by borrowing,
both of which methods are within the
control of the Congress. Both con-
sistency and duty demand that we be
as prompt and willing to implement the
Treasury with the money necessary to
discharge our national-defense obliga-
tions as we are in creating them.

In other words, it would be very incon-
sistent, indeed, for the Congress to au-
thorize appropriations and not provide
the Treasury with the necessary funds to
cover such authorizations or appropria-
tions.

Since April of 1917, when our national
debt was less than three billions, there
have been statutory limitations either
upon the amount of Federal securities
which could be issued or upon the amount
outstanding at any one time. Up until
May 16, 1938, the limitation was dual in
nature—that is, there was one limit on
long-term obligations, such as bonds, and
another on short-term securities, such as
certificates of indebtedness, Treasury
bills, and notes. Treasury bills and
Treasury certificates are in general obli-
gations maturing in 1 year or less.
Treasury notes have a maturity of from
1 to 5 years. There is no restriction
upon the maturity date of Treasury
bonds, but they have always been issued
for periods of 5 years or more, generally
more. Since the First Liberty Bond Act
of 1917 the over-all limitation on these
direct obligations of the United States
has ranged from about five billions in
1917 to more than fifty-three billions in
1940.

The present debt limitation is popularly
believed to be forty-nine billions. This is
not the case. Out side of the permission
controlled by the forty-nine-billion limi-
tation, the Treasury has had since 1917
the authority to issue war-savings certi-
ficates to an aggregate amount of four
billions outstanding at any one time. As
there are only seven and one-half million
of these certificates now outstanding, the
Treasury has an unused authority to issue
almost four billions of this type of se-
curity. In addition, under authority of
the Spanish America War Act of 1898,
the Treasury may issue three hundred
millions of short-term securities. If
these unused authorizations are added to
the forty-nine billion limitation, it will
appear that direct obligations totaling
more than fifty-three billions may be
outstanding at any one time.

In 1938 the various limitations apply-
ing to all forms of direct Federal obli-
gations, except war-savings cerfificates
and the certificates authorized by the
Spanish-American War Act of 1898 were
consolidated and placed at forty-five bil-
lions outstanding at any one time. The
first Revenue Act of 1940, approved June
25, 1940, authorized additional issues of
short-term securities designated “Nation-
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al defense series,” not to exceed four bil-
lions. Revenue for the retirement of
these particular securities was provided
by specified defense taxes.

The pending bill would replace all of
these provisions limiting direct obliga-
tions of the United States by one over-all
limitation of sixty-five billions to be out-
standing at any one time. This figure
marks an increase of about twelve bil-
lions over the sum of the various limi-
tations now applicable.

The present public debt is a little more
than forty-five billions. Our contem-
plated national-defense program now ag-
gregates twenty-eight and one-half bil-
lions in appropriations, contract authori-
zations, and recommendations according
to the most recent Budget figures. It is
estimated that on the basis of the reve-
nues now expected from present tax laws,
our anticipated expenditures will result
in combined deficits for the fiscal years
1941 and 1942 of more than fifteen bil-
lions. This is the present outlook. Two
factors, however, may change this pic-
ture substantially. First, the tax reve-
nues will come up for further considera-
tion in the present session of the Con-
gress, and I hope and expect these reve-
nues to be increased considerably. While
additional taxes will decrease the antici-
pated deficits which would otherwise oc-
cur, there is a second factor that must
also be considered; that is the question
of additional unanticipated expenditures.
From our experience so far in the financ-
ing of the national-defense program we
have learned that there is one thing that
we can always be sure of; that is, that
the needs of the program as estimated
at the beginning of any fiscal period will
prove inadequate in the light of later
developments. The swiftly changing
character of modern munitions and
armaments and developments in the Eu-
ropean war may, within a very short
time, cause startling changes in our de-
fense needs. We must allow a margin
sufficient to cover substantial unantici-
pated increases in the expenditures nec-
essary to fully develop and carry out our
program.

Our expected revenue receipts for the
fiscal years 1941 and 1942 are very grati-
fying. The President’s Budget message
points out that for 1941 our revenues will
be two hundred and seventy-five millions
greater than nondefense expenditures;
and for 1942 receipts will be one billion
six hundred million greater than non-
defense expenditures. The net receipts
for 1942 from existing taxes are estimated
at eight billion two hundred and seventy-
five millions. These large increases in
revenue are due in part to the two reve-
nue acts passed last year and in part to
increased national income and continu-
ously rising business activities.

If we examine the expenditures and
receipts specifically set out in the Budget,
it will appear that the gross debt as of
June 30, 1942, will not exceed fifty-eight
billion four hundred million. From these
figures alone it would appear that the
new debt limitation of sixty-five billions,
fixed by the bill, would allow a margin
of six billion six hundred million. There
are contingencies, however, that we must
take into account. For example, the
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Budget indicates the presentation of re-
quests for supplemental appropriations
during 1941 and 1942 in addition to those
specifically set out in the Budget for a
total of three and a half billions. In
addition, the figures quoted do not take
into account future accruals on savings
bonds sold on a discount basis nor the
expenditures which the aid-to-Britain
legislation may entail.

I believe if all of these factors are con-
sidered, it will clearly appear that the
limitation of sixty-five billion, rather
than some lesser figure, is perfectly rea-
sonable under the circumstances. Some
cushion or margin for contingencies is
necessary. On the other hand, we are
hopeful that the limit requested will prove
adequate to cover our needs. Further-
more, as I have indicated before, reve-
nues from new taxes or increases in pres-
ent levies which should be provided by
this Congress will further widen this
margin,

The provisions limiting the direct ob-

ligations of the United States are found

in three places in our statutes. The
major provision, and the one most com-
monly referred to is section 21 of the
Second Liberty Bond Act of 1917, as
amended. That provision in its present
form is in two parts—the first placing a
forty-five billion limitation upon face
amount outstanding of bonds, certificates
of indebtedness, Treasury bills, and notes
issued under the authority of the Second
Liberty Bond Act and certificates of in-
debtedness issued under authority of sec-
tion 6 of the First Liberty Bond Act.
The second, added by the First Revenue
Act of 1940, permitted the issuance of an
additional four billions of short-term
securities for national-defense purposes.

The next in importance is section 6 of
the Second Liberty Bond Act, as amend-
ed, which authorizes the issue of four
billions of war-savings certificates. The
third is section 32 of the Spanish-Amer-
ican War Act, as amended, which per-
mits the issue of three hundred millions
in certificates of indebtedness. The ag-
gregate of these limitations exceeds fifty-
three billions.

Section 2 of the bill supplants all of
these items with an over-all limitation of
sixty-five billion. This is done by com-
pletely amending section 21 of the Sec-
ond Liberty Bond Act and by terminating
the authority granted in the Spanish-
American War Act, section 6 of the First
Liberty Bond Act, and section 6 of the
Second Liberty Bond Act.

Thus the last three lines on page 1 of
the bill will consolidate and replace all of
the sections referred to, including sec-
tion 21 of the Second Liberty Bond Act.

In addition, section 2 of the bill repeals
section 301 of the Revenue Act of 1940
which created a special fund for the re-
tirement of four billions of defense obli-
gations authorized by that act.

Before we increase the national debt
we should do two things. We ought to
economize as far as possible in nonde-
fense expenditures, and then we ought
to impose taxes just as heavy as the peo-
ple are able to bear, before we pass on to
future generations obligations that we
ourselves should take care of.

On the question of national economy I
might refer to a statement on page 5 of
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the hearings, made by Secretary Morgen-
thau. It is said that this is an adminis-
tration of boondoggling and of wasteful
extravagance, but on page 5 of the hear-
ings, about the middle of the page under
a subhead, “Economy of nondefense ex-
penditures,” will appear the following
statement from Secretary Morgenthau:

ECONOMY IN NONDEFENSE EXPENDITURES

At this time our whole econcmy and effort
should be concentrated on national defense.
One step which the Government should take
is economy in Federal expenditures, I be-
lieve, therefore, that all Federal nondefense
expenditures should be reexamined with a
magnifying glass to make certain that no
more funds are granted than are absolutely
essential in the existing circumstances.

I think that is a very reassuring state-
ment on the part of the Secretary of the
Treasury, and I complimented him upon
it. Later I asked him whether in making
that statement he was expressing only
his own views or also the views of the
head of the Government, the President
of the United States. While no one is
authorized, of course, to speak for the
President of the United States, yet the
Secretary did peint out that in the Presi-
dent’s Budget message economy in non-
defense expenditures was urged. I be-
lieve that the Members of Congress on
both sides of the aisle are of one mind
and accord on not only the importance
but also on the necessity of effecting
greater economy in national nondefense
expenditures.

Mr. CRAWFORD. Mr. Chairman, will
the gentleman yield?

Mr. DOUGHTON. Yes.

Mr. CRAWFORD. I understand the
Chairman to say that taking our esti-
mated income and applying present tax
laws against that income, it now looks
as if we may have $1,600,000,000 in ex-
cess of the normal requirements of the
Government.

Mr. DOUGHTON. For the fiscal year
1942,

Mr. CRAWFORD. Now, let me ask a
guestion about the bill. I refer to page 3
of the bill where it is provided:

Such bonds and certificates may be sold at

. such price or prices, and redeemed before
maturity upon such terms and conditions as
the Secretary of the Treasury may prescribe.

Mr. DOUGHTON. That is in section
9

37

Mr. CRAWFORD. Yes. Do we un-
derstand from that language that the
Secretary in the sale of savings certifi-
cates, or so-called baby bonds, could, if
he so ruled, redeem those at prices actu-
ally paid by the purchaser originally, as
the minimum price, or redeem them at
that price plus accrued interest, we will
say, or ignore those two situations and
buy them back at some time at a price
less than the amount paid by the orig-
inal purchaser, plus the acerued interest.

Mr, DOUGHTON. In his diseretion he
could redeem or retire those bonds in any
manner so long as they do not yield the
purchaser more than 3 percent com-
pounded annually. That is left in the
discretion of the Secretary of the Treas-
ury.

Mr. CRAWFORD. In other words, the
minimum at which he can redeem those
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bonds under this language would be the
price paid plus 3 percent compounded
semiannually on the date of purchase to
the date of redemption.

Mr. DOUGHTON. That would be the
maximum, not the minimum.

Mr. CRAWFORD. That is what I
wanted to get. I thank the gentleman.

Mr. DOUGHTON. Section 2 Ihave al-
ready explained. It provides for an in-
crease in the debt limit to $65,000,000,000.

Section 3 of the bill completely amends
section 22 of the Second Liberty Bond
Act. This section authorizes the issue of
United States savings bonds and United
States Treasury certificates and provides
for the administrative and procedural as-
pects, incident to the issuance of these
obligations. Under existing law, the Sec-
retary of the Treasury has authority,
within the general statutory limitation of
forty-five billion, to issue United States
savings bonds—the so-called baby bonds.
These securities were designed to interest
the small investor and are sold in denom-
inations as low as $25. Their yield can-
not be in excess of 3 percent. They are
sold on a discount basis and mature in
10 years. An investor paying $18.75 for
a bond of $25 face value will thus receive
$25 at the end of 10 years, the equivalent
of interest of 2.9 percent compounded
semiannually, Under the authority of
the statute, the Secretary of the Treas-
ury has provided that such bonds are not
transferable, thereby rendering them un-
suitable for use as collateral for a loan
or to secure the performance of an obli-
gation.

Section 3 of the bill replaces the au-
thority to issue these baby bonds with a
new type of security, to be called United
States savings bonds, designed to appeal
to the small investor. They will, of
course, be subject to the sixty-five-bil-
lion limitation.

Under existing law baby bonds must be
in denominations of not less than $25.
Under the bill the denominations may
be in such amounts as the Secretary may
determine.

Under existing law savings bonds can
be sold on a discount basis only. Under
the bill they can be sold on a discount,
interest bearing, or combination interest
and discount basis, Under existing law
baby bonds mature in not less than 10
nor more than 20 years from the date of
issue and redemption before maturity
under such terms and conditions as the
Secretary may prescribe is provided for.
This same rule is applicable to the new
baby bonds under the bill, except here
the maturity date may be fixed by the
Secretary at less than 10 years—the only
limitation on their maturity being an cut-
side limit of 20 years.

Both the existing law and the pro-
visions of the bill give the Secretary au-
thority to impose restrictions on their
transfer.

The existing law makes it unlawiul for
any one person at any one time to hold
baby bonds issued during any calendar
year in an aggregate amount of more
than $10,000, maturity value. The bill
allows the Secretary complete discretion
to fix by regulation the amount of such
securities which may be held by any one
person at any one time. A person who
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has $10,000 a year to invest cannot be
regarded as a small investor but since the
bill removes the Federal tax-exempt priv-
jlege, which I shall go into more fully
Jater on, it is believed that the power to
fix the limit of holdings should properly
rest with the Secretary of the Treasury.

Like the provisions in existing law, the
pending bill gives the Secretary authority
to redeem such bonds before maturity
under such terms as the Secretary may
prescribe, provided that the interest rate,
the price, and the terms upon which they
shall be redeemed is such as to afford an
investment yield not in excess of 3 per-
cent, compounded semiannually.

Section 3 of the bill also authorizes the
issue of United States savings certificates.
These obligations are subject to the same
provisions as the baby bonds, except their
maximum maturity date is 10 years in-
stead of 20 years.

I will now make a brief comparison of
the essential difference between the war-
savings certificates in effect during the
World War and the United States savings
certificates authorized by the bill,

The old War Savings Certificates could
be issued only on a discount basis. The
new certificate may be issued on a dis-
count, interest-bearing or combination
discount and interest-bearing basis.
Both the old certificates and the new
can be issued in such denominations as
the Secretary may determine. The pres-
ent law requires that no more than
$5,000 of any one series of certificates
can be held by any one person at any
one time. The number of new certifi-
cates an individual can hold under the
bill is left to the discretion of the Secre-
tary of the Treasury. The old certifi-
cates bear such interest as the Secretary
prescribes. Under the bill, they must be
issued so as to afford an investment yield
not in excess of 3 percent, compounded
semiannually. The old certificates out-
standing at any one time could not ex-
ceed in the aggregate four billion. The
new certificates are subject only to the
sixty-five billion limitation on all direct
governmental obligations,

The changes wrought in the pending
bill respecting the issue of savings bonds
and savings certificates are designed to
give greater flexibility to our defense-
fit ancing program, It is felt that if the
Secretary of the Treasury has wider dis-
cretion with respect to these important
aspects, it will better enable the Treas-
ury to issue the exact type of security
which might best meet the needs of par-
ticular types of investors. The Treasury
has before it a difficult and exacting task
in securing the funds necessary to pay
for national defense and at fhe same
time deal fairly with the investing puh-
lic and cause the least possible disrup-
tion of the investment market. We be-
lieve that the greafer flexibility and
wider discretion provided by the bill will
better enable the Treasury to success-
fully discharge its duties in this respect.

The CHAIRMAN. The gentleman has
consumed 20 minufes.

Mr. DOUGHTON. Mr. Chairman, I
yield myself 10 additional minutes.

Mr. RICH. Mr. Chairman, will the
gentleman yield?
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Mr. DOUGHTON. Yes; I yield, but
please be as brief as possible.

Mr, RICH. Do you believe we ought
to have this debt limit enacted?

Mr. DOUGHTON. I do conscientious-
ly believe so, or I would not be here;
and the Secretary of the Treasury and
other administration officials urge that
it be done.

Mr. RICH. I am glad for that state-
ment. One other question: Is this bill
so written that we are only increasing
the debt limit $11,700,000,000 instead of
$16,000,000,000?

Mr., DOUGHTON. That would be a
correct statement when you take into
consideration the authorizations that it
will repeal. It is a net increase of $11,-
700,000,000 over and above what can be
issued and outstanding at the present
time. I do not think that statement can
be challenged.

Mr. RICH. During the past few years
we have been running into the red at an
average of three and a half hillion a year.

Mr. DOUGHTON. Very regrettably;
yes.

Mr. RICH. With the tax laws that we
passed last year, do you believe we ought
to increase our taxes to a greater extent
in order to try to meet this emergency—
the national-defense program—so that
we do not soon have to increase this
national-debt limit again?

Mr. DOUGHTON. Speaking only for
myself and not for the members of my
committee or anyone else, I believe fer-
vently that it is not only our duty but
our obligation, before increasing the na-
tional debt, to effect all the economies
we can with due regard to the necessary
activities of the Government, and then
to increase taxes as far as the people are
presently able to pay them.

Mr. RICH. I always thought you were
an honest and honorable man, and I
think more of you now than I ever did.
[Applause and laughter.]

Mr. DOUGHTON. I thank the gentle-
man.

Now, with respect to the necessity for
this legislation, the question of economy
is not pertinent. I am wholeheartedly
for economy, but it has no place in this
bill, because this bill makes no appro-
priation nor any authorization of ex-
penditures. The time to make econo-
mies and the time to practice economy
is when we are making appropriations.
This is only an authorization whereby
the Secretary of the Treasury can secure
the funds necessary to carry out the pro-
gram which the Congress has or will by
legislation provide.

Mr. RICH., In other words, you be-
lieve that the Appropriations Committee
ought to do a little more work on chop-
ping down. so that the Ways and Means
Committee does not have such a great
job?

Mr. DOUGHTON. I think the Appro-
priations Committee is trying to do a
good job. Especially I would compliment
the gentleman from Virginia [Mr. Woob-
rUM] and the other members of the Ap-
propriations Committee who have simi-
lar views to those entertained by him on
the heroic fight they are making to effect
greater economies in the nondefense ex-
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penditures of our Government. I am in
full accord with that policy.

Mr. ENUTSON. Mr, Chairman, will
the gentleman yield?

Mr. DOUGHTON. I yield, briefly.

Mr, KNUTSON. Would the distin-
guished chairman support a proposal for
the creation of a nonpartisan joint com-
mittee?

Mr. DOUGHTON. Oh, I do not have
time to go into that. Of course, that is
mentioned in the minority report. The
minority report I consider essentially
political—not only a political but phar-
isaical document—and I say that with
all respect, because the members of the
minority are the same as other men.

Mr, ENUTSON. Of course, anything
that would effect economies would be
political, in the gentleman’s opinion.

Mr. DOUGHTON. Well, this minority
report is all political, It talks about boon-
doggling, wasting money, and New Deal
expenditures. The gentlemen of the
minority have voted for these appro-
priations also., All appropriations and
authorizations for the national-defense
program have been approved by both the
majority and the minority. There has
been only one roll call on all these bills
providing for appropriations or authori-
zations for national-defense purposes and
in that roll call there was only one neg-
ative vote recorded.

Mr. ENUTSON. How does the gentle-
man reconcile his statement with the
statement made last fall by his standard
bearer that the minority have consist-
ently hamstrung the defense program?

Mr. DOUGHTON. You are now in-
dulging in mere political partisanship.
This question was thrashed out thor-
oughly by both sides in the campaign last
fall and the people gave their strong and
convincing answer in the election in No-
vember. It is the same argument that
was hurled by the minority throughout
the country North, South, East, and West
in the last political campaign, but the
American people have said there was no
foundation for it. The gentleman knows
that. We should use our best efforts to
raise this to the point of nonpartisan
discussion.

Mr. KNUTSON. I am merely remind-
ing the gentleman——

Mr. DOUGHTON. Oh, the gentleman
is out of order. He is a very fine gentle-
man, but at the present he is disregard-
ing the rules of the House.

Mr. MAY. Mr. Chairman, will the
gentleman yield?

Mr. DOUGHTON. I will, of course, be
glad to yield, but I am trespassing upon
the time of other members of my com-
mittee,

Mr. MAY. I am very much interested
in and very much impressed by the
statement the gentleman from North
Caroclina has made to the effect that it
is expected there will be a $275,000,000
increase in tax receipts for 1941.

Mr. DOUGHTON. Not an increase of
that figure. The increase in tax revenue
is ' much greater than that. The figure
the gentleman refers to is the estimated
excess of our receipts for 1941 over our
nondefense expenditures for that year.
For 1942 it is estimated that receipts will
exceed nondefense expenditures by
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$1,600,000,000. That is the Budget esti-
mate.

Mr. MAY. That is right, disregarding
the defense expenditures. I shculd like
to ask the gentleman if that estimate is
based on the possible increase of busi-
ness, or does it contemplate both the
increase in business from national-
defense efforts and receipts from taxes?

Mr. DOUGHTON. It doces not con-
template new taxes. It is based on addi-
tional revenue to be received under pres-
ent taxes. Whatever may be received
from new taxes will be in addition to
that.

Mr. MAY. That is fine.

Mr. DOUGHTON. Those figures relate
only to increased receipts under present
taxes.

I take it, Mr. Chairman, the Secretary
of the Treasury is in better position to
know the exact situation with respect
to the obligations of the Government
than anyone else. When Secretary Mor-
genthau appeared before the committee
the gentleman from Tennessee [Mr,
CooPER], a member of our committee and
chairman of the subcommittee on in-
ternal-revenue taxation, asked this ques-
tion:

Mr. CoorEr. The proposed increase of the
debt limit from $49,000,000,000 to $65,000,-
000,000 does that take care of the obliga-
tions of the Federal Government, and the
outstanding appropriations made by Con-
gress, so far as the situation now stands?

To this the Secretary replied:

Secretary MorGENTHAU. Congressman Coo=
PER, it 1s the very best estimate that we
can give as we see the situation today.

Mr. Cooper. In other words, you, as the
responsible officlal of the Government
charged with looking after the fiscal affairs
of the Nation, express it as your best opin-
ion that the increase provided in this bill
is necessary to take care of the situation
as it now appears to you?

Becretary MorGENTHAU., That is correct

Mr. RICH. How long will that take
care of the necessities of the Government
at the rate we are going?

Mr. DOUGHTON. It is estimated it
will take care of Government needs dur-
ing the fiscal years 1941 and 1942—to
June 30, 1942. That is the best esti-
mate we can make. No one can fore-
see what contingencies will arise, and
they are certain to arise. We have at-
tempted to deal with them the best we
can. We do not know what contingen-
cies will be met under the bill that passed
the House last week and is now before
the other body. No one is wise enough
to foresee what expenditures we may feel
justified in making or may have to make
under present world conditions. I am
sure that whatever is needed to complete
our national-defense program this Con-
gress will willingly and promptly provide.
The gentleman knows that. He is just
as patriotic as any of us. The gentle-
man does not play politics. He is very
consistent.

[Here the gayel fell.]

Mr. DOUGHTON. Mr. Chairman, I
yield myself 5 additional minutes.

Section 4 of the bill marks a complete
departure from similar provisions in pre-
vious public-debt legislation. Insofar as
Federal taxation of the interest upon and
gain from the sale or other disposition of



852

Federal securities is concerned, the bill
removes the tax-exemption privilege
with respect to all future issues of obli-
gations of the United States and its
agencies and instrumentalities. Such se-
curities issued after the date of the en-
actment of the pending bill will be sub-
ject to Federal taxes to the same extent
as private obligations. The removal of
the tax-exemption privilege does not
apply to the securities of the Territories
and possessions of the United States or
of the District of Columbia.

The bill makes absolutely no change
in existing law with respect to the Fed-
eral taxation of State and local securi-
ties or the State taxation of Federal se-
curities. The change applies only to the
Federal Government'’s taxation of its own
securities and the securities of its agen-
cies and instrumentalities. Since State
and local securities are still exempt from
Federal taxation, it is felt advisable to
leave the Territories and possessions of
the United States and the District of
Columbia in the same category, since in
most respects their functions and gov-
ernmental structure are very similar to
those of the States.

Mr. PATMAN. Mr, Chairman, will the
gentleman yield?

Mr. DOUGHTON. I will yield, but I
hope the gentleman will make his ques-
tion as brief as possible.

Mr. PATMAN, It does, however, in-
clude various instrumentalities of the
Federal Government, such as the Farm
Credit Administration, the Rural Electri-
fication Administration, the R. F. C., the
Federal land banks, and so on.

Mr. DOUGHTON. It includes them,
but it does not, for instance, include the
District of Columbia and the Territories.
In the past most Treasury bills and cer-
tificates of indebtedness—that is, securi-
ties maturing in 1 year or less—have been
specifically exempted from Federal taxa-
tion not only with respect to the interest
thereupon but with respect to the gain
from the sale of such securities. In gen-
eral, the interest on Treasury notes and
bonds has been subject to the surtax but
not to the normal tax, and gain from the
sale of such securities has been generally
subjected to taxation in the same manner
as other capital gains.

It will be noted that section 4 of the
bill abandons these distinctions and
makes not only the interest upon all types
of securities issued hereafter fully sub-
ject to both the normal tax and the sur-
tax, but also fully subjects the gains from
% sale of these securities to the income

By taxing the income from the future
issues of obligations of the United States
and its instrumentalities, it is believed
that the Federal Government will even-
tually realize a net increase in revenue of
from ninety to one hundred million dol-
lars annually. According to figures pre-
sented to your committee by the Under
Secretary of the Treasury, Mr. Bell, the
additional interest cost which the Gov-
ernment will have to pay because of the
removal of the Federal tax-exemption
privilege will amount to only one-eighth
of 1 percent in the case of long-term
securities and from two to four one-hun-
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dredths of 1 percent in the case of short-
term obligations. It is estimated that
even after taking these additional inter-
est costs into consideration the net addi-
tional revenue which will be secured will
eventually total ninety or one hundred
million dollars annually.

This is deemed to be a very appropriate
time for the Federal Government to put
its own house in order with respect to
tax-exempt securities. A great deal of
controversy has raged over this question
and points are involved about which con-
stitutional lawyers differ. The legisla-
tion here concerned, however, raises no
constitutional question. The relation be-
tween the Federal Government and the
States is not affected. To fully subject
Federal securities to the Federal income
tax seemed to your commitee particularly
appropriate in connection with the
financing of the national-defense pro-
gram. Here we must exert a superlative
cooperative effort—every class will be

called upon to contribute to the fulfill--

ment of our plans. People in all walks
of life will purchase the securities author-
ized by the pending bill. Everyone
should be called upon to share in the
enormous task of supplying the revenue
with which this program will be financed
and these securities retired. It is fitting,
therefore, from an equitable point of view
that no particular class of security hold-
ers should reeeive preferential treatment.
This result cannot be obtained so long as
some securities are issued with tax-ex-
emption privileges, for which the poorer
classes of investors will pay little or noth-
ing, but are worth a great deal to wealth-
ier security holders.

Mr. RICH. I share that view exactly.
Why can we not get a bill brought in here
that will eliminate that after we retire
the bonds that we have already issued?
Why cannot that be accomplished?

Mr. DOUGHTON. That is what this
bill intends to do with reference to Fed-
eral securities. So far as State and mu-
nicipal securities are concerned, there is
a constitutional question involved, and
we do not think this is the opportune time
to go into that matter, although it may
come up later. We are going as far as
we can consistently go in this bill by pro-
viding not only for the taxation of the in-
terest therefrom but also for the taxation
of the gains that may accrue from the
sale or exchange of these securities. For
instance, if you sell these securities at a
profit, that profit will be sukject to the
income tax, the same as the interest. I
feel we are taking a wise and proper step
in this respect.

Mr. RICH. Do we understand that the
bonds that will be issued pursuant to this
bill will not be tax-free?

Mr. DOUGHTON. They will not be
free from Federal income tax if they are
issued after the effective date of this bill
unless they are issued in pursuance of a
contract entered into, before the effective
date of this bill, between the Federal
Housing Authority or the Maritime Com-
mission and persons obtaining loans
from these agencies. Otherwise, the in-
terest upon and the profit from the sale
of Federal securities issued hereafter
will be subject to Federal taxation, just
the same as any other income,
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I know the minority members have
signed a unanimous report against this
bill. Their main contention is that it
opens the door and is an invitation to ex-
travagance. I do not believe that such
contentions are in any respect pertinent
to this bill. The time to fight extrava-
gance is when appropriation bills are
brought in here for consideration. So far
as appropriations may be reduced and
still be in accord with the proper activ-
ities of the Government, I am as heartily
in favor and join as enthusiastically in
the program of economy as any Member
of this House. I bow to no man in my
desire to accomplish that. [Applause.]

Mr., LUDLOW. Mr., Chairman, will
the gentleman yield?

Mr. DOUGHTON. Yes; I yield briefly.

Mr. LUDLOW. I would like fo say
that Secretary Morgenthau appeared be-
fore our Subcommittee of the Post Office
and Treasury Departments, of which I
have the honor to be chairman, and sub-
mitted testimony extensively, to the ex-
tent of five pages, on the question of rais-
ing the Federal debt limit, all of which
harmonizes with the jjentleman’s very
learned and able presentation of the mat-
ter. I asked unanimous consent, and
obtained it, to insert his testimony at the
conclusion of the gentleman’s remarks.
I just wanted to make that statement so
that it would be understood that his testi-
mony is to follow your remarks:

Mr. DOUGHTON. I thank the gentle-
man.

(Secretary Morgenthau’s testimony
was as follows:)

TESTIMONY OF HENRY MORGENTHAU, JR., SEC-
RETARY OF THE TREASURY, BEFORE SuBCcOM-
MITTEE ON TREASURY DEPARTMENT AFPPRO-
PrRiATIONS TUESDAY, DECEMBER 17, 1940

Mr. LuvoLow. Now, Mr. Secretary, there is
probably more acute discussion of the statu-
tory debt limit than of anything else at this
time. The statutory debt limit, I believe, is
$45,000,000,000, plus the §4,000,000,000 of
national-defense authorization. You re-
cently, if I recall correctly, suggested that it
would be wise to increase the debt limit to
$65,000,000,000.

Secretary MorcENTHAU. I might explain
there that if you take the $45,000,000,000
plus the $4,000,000,000, you have $49,000,000,-
000, and then if you take the money that
Congress has appropriated for the national
defense and other purposes, and if all that
money was spent, the debt llmit would be
close to $65,000,000,000.

Mr. Lunrow. You suggested, I believe, that
the $65,000,000,000 figure was based more or
less on a survey of the national-defense
requirements.

Becretary MorcENTHAU. Unfortunately, I
have to hold press conferences twice a week.
I am asked a lot of guestions, and I do the
best I can to answer them. I have a table
here, which was just given me this morning,
and I will hand you a copy of it. Of course,
thisisa estimate, and not one of the
Bureau of the Budget. The estimated un-
expended balances of approprilations, as of
June 30, 1940, excluding the Post Office De-
partment, amount to $3,300,000,000; the ap-
propriations for 1941 and subsequent fiscal
years, excluding the Post Office Department,
amount to about $15,100,000,000, making the
total for which funds must be raised, $18,400,-
000,000. If you deduct from that the esti-
mated receipts for the fiscal year 1941,
amounting as now estimated to $6,600,000,~
000, the net amount to he borrowed will be
$11,800,000,000. The debt outstanding on
June 30 accounted for $43,219,000,000 of our
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existing borrowing power, which would mean,
if these figures are correct, that the statutory
debt limit should be ralsed to not less than
$55,000,000,000.

Mr. LunLow. How long would that figure
carry the Government's expenditures?

Secretary MorcENTHAU, If Congress, or if
the Congress which is to meet, should not
vote a dollar of new money—what I am
trying to do here is just to lay before you a
picture of it as of today.

Mr. LupLow. In other words, you are cov=
ering what we have appropriated or author-
ized to date?

Secretary MoRGENTHAU. Yes.

Mr. BeLr. The authorizations are not in
this picture. This deals with just the ap-
propriations. There are over $8,000,000,000
of authorizations on the books, which are
not included in this total.

Mr. Taser. You do not mean by that con-
tract authorizations on the basis of appro-
priation bills, but you mean authorizations
like those in Army and Navy bills that come
from the Naval Affairs and Military Affairs
Committees?

Mr. Berr. Yes; but some of them come from
the appropriation bills also.

Mr. LupLow. This statement that the Sec-
retary has referred to may go into the record
at this point.

(The statement referred to is as follows:)

Appropriations and public debt
Total (all

departments, ete.)

Estimated unexpended bal-
ances of appropriations as
of June 30, 1940 (exclud=-
ing Post Office) ____—-____
Appropriations for 1941 and

subsequent fiscal . years
(excluding Post Office) ... 15, 100, 000, 000

$3, 300, 000, 000

Total for which funds
18, 400, 000, 000

for fiscal year 1941______
Net amount to be

Deduct estimated receipts
6, 600, 000, 000

11, 800, 000, 000

Gross debt under statutory
limitation on June 30,
1940 (includes future ac-
cruals on United States
savings bonds outstanding
on this date and excludes
debt not under statutory
Hmitations) - cccccacaaans 43, 219, 000, 000

Statutory debt limi-

tation should be

raised to not less
55, 018, 000, 000
NOV. 30, 1940

General debt limitation.... $45, 000, 000, 000
Debt outstanding there=

under. 44, 277, 000, 000
Balance of borrowing
authorization. ... 723, 000, 000
National-defense limitation. 4, 000, 000, 000
Debt outstanding there-
o R S 302, 000, 000
Balance of borrowing
authorization. ... 3, 698, 000, 000
Total borrowing
authorization______ 4, 421, 000, 000

Secretary MoRGENTHAU. As of this date,
Congress has voted and appropriated enough
money, if it were all spent, to make necessary
a debt limit of $55,000,000,000. On the basis
of the money appropriated we will need a debt
limit of that amount, That does not take
into account any action that the new Con-
gress may take. r

Mr. MasonN. It just takes into considera-
tion the collection of taxes for this year?
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Secretary MORGENTHAU, Yes. We deduct
the estimated receipts for the fiscal year 1841,
of $6,600,000,000. That is the position as of
today.

Mr. Erere. Can you estimate about how
long it will take to spend those appropria-
tions that you have included in your esti-
mate? How long will that project itself into
the future?

Becretary MoRGENTHAU. That s, this
money, not taking into consideration any
additional action by Congress?

Mr. KeeFe. Yes.

SBecretary MoRGENTHAU. It would be a
guess. It would be until the last dollar was
spent, and I would not want to guess at it.

Mr. Keere. Generally, would it run along
through the fiscal year 1942?

Secretary MorGENTHAU. Some of it might,
but certainly the bulk of it would not.

Mr. Keere. If this picture is to be really
understandable, we would have to add to this
total of £55,000,000,000 the amount that this
present Congress will appropriate.

Secretary MorGeENTHAU. That is right, less
any contemplated revenue to be recelved in
the fiscal year 1942, o

Mr. Keere. I have not seen the Budget es-
timates, but I imagine that they amount to
$9,000,000,000 or $10,000,000,000, without any-
thing additional for national defense.

Secretary MorGENTHAU. I have not seen
them, either.

Mr. Keere, They would have to be added to
that figure you gave.

Secretary MORGENTHAU. Yes,

Mr. Keere. And you would take the esti-
mated revenue receipts for this fiscal year?

Mr. Berr. You would have to add to the
Secretary’s figure next year's Budget deficit.
You would have to take the total of those ap-
propriations, less receipts, and add it to this
figure in order to get a debt limitation to
carry through the fiscal year 1942.

Mr. KeerE. I want to ask one further ques-
tion: According to your present expectation,
this is going to boost the debt requirements
up to the figure which you have just indi-
cated, or to at least $65,000,000,000 at the end
of the fiscal year 1942,

Secretary MorGENTHAU. Close to it. I am
doing a lot of guessing, but I think I am on
the conservative side.

Mr. LuoLow. To provide a reasonable statu-
tory cushion for the future, you think that
the debt limit shoud be fixed somewhere
around $65,000,000,000?

Secretary MoRGENTHAU. Do you mind if I
answer that a little differently?

Mr. Luprow. All right.

Secretary MORGENTHAU. I have put before
you gentlemen what the position is as of
today, with the amount of money that Con-
gress has actually voted. Taking into con-
sideration what Congress has actually voted,
that presents a figure of, roughly, £55,000,-
000,000. Now, certainly Congress does not
want to repudiate its own actions, and it will
certainly make it possible for the Treasury
to meet the contracts which Congress has
authorized. Now, how much more you will
do, or how many jumps you want to take, I
do not know, and I do not know how much
you like to be bothered by having me come
up here.

Mr. LupLow. Your use of the word “jumps”
brings to my mind here what I have seen
suggested by certain persons, who appear to
be thoughtful persons, that it might be
advisable, in order to make Congress and the
country more debt conscious and to prob-
ably hold expenditures down, to increase the
statutory debt limit in increments, and not
all at one time, in increments of, say, $2,-
000,000,000, £3,000,000,000, or $5,000,000,000
at a time, rather than cover the larger scope
of a high debt limit at one jump.

Secretary MorGENTHAU. I can give an ex-
ample of that: In talking some matters over
with the Speaker once, I said, “If these
boilers need so many barrels of oil to produce
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so much steam. Congress might give me
three pipe lines instead of one in order to
feed the boilers so as to produce so much
steam.” The Speaker, who came from Texas,
sald, “Yes; but three pipe lines produce more
friction than one.” Once you people have
voted the money, the mere fact of raising the
debt limit $1,000,000,000 at the time will
make nobody spend less money. That is
because Congress will have authorized the
lexpencmu:as. and it will be a part of the
aw.

. Mr, Taper. In other words, the bureau-
crats will not save any money once they get
the go sign, regardless of whether you raise
the debt limit £1,000,000,000 at the time, or
raise it by several billion dollars,

Becretary MorcENTHAU. I dare say, with all
due respect, that the place to save money is
here, and not after you have voted it. This
is the place to save it, because once you have
voted it, it will be spent.

Mr. JounsoN of West Virginia. And you
have nothing to do with our voting the
money. t

Secretary MorGENTHAU. No.

Mr. Joanson of West Virginia. You are a
man on the outside to carry out our wishes.

Secretary MorGENTHAU. That is it.

Mr. LuoLow. Have you given any thought
to how high you feel the debt limit might
safely go?

Secretary MorGENTHAU. I think I should
not predict that, if you do not mind, Mr.
Chairman.

Mr, JornsoN of West Virginia. If you knew
how Congress would act in the future, you
could probably give us some idea as to the
debt limit.

Secretary MoRGENTHAU. I remember last
year, holding my breath, and with beads of
perspiration on my forehead, I suggested
$50,000,000,000.

Mr. Luprow. I did not notice the perspira-
tion, but I can give you the exact language
you used. You said:

“I am willing to say now, gentlemen, that
there is no particular danger involved if Con=
gress would raise the debt limit to $50,000,=
000,000, Beyond that I would not venture an
opinion.”

NATIONAL-DEFENSE FINANCING

Mr. Exere. We have reached the point in
the international situation where events are
almost unpredictable at the present time.

Secretary MorGENTHAU. That is true. We
do not know from day to day what it will be.

Mr. EeeFe. You are not able to tell what
the debt limit should be because of the con-
stantly recurring demands, The press this
morning discussed the possibility of a billion
dollars in a gift or loan to Great Britain.
Now, how long that will continue, we do not
know.

Becretary MorcENTHAU. No; I do not know.
What I am trying to do is to lay before you
gentlemen the general situation as of today.
That is what this plece of paper, or this table,
is. It is an inventory of the situation. I do
not believe, and never have believed, in try-
ing to keep the lid down on the debt limit
below what you gentlemen are voting, with
the thought that it will save money, because
it does not. Once Congress votes the money
or authorizes contracts by the United States
Government, it will be spent.

Mr, Eeere, With the present psychology of
the public mind, if it is reflected by the
action of Congress, we will be greatly speed-
ing up the national defense, and nobody
knows where it will go, or how much money
will be required. Is that not true?
“Secretary MorGENTHAU. Yes, sir; that Is

ue. .

Mr. ExerE. In view of the national-defense
program that has been proposed or sug-
gested by the administration, there is no
possibility that at any early time we can
set any specific debt limit, in view of the
contingencies that exist and the constant
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appropriations that are being required for
defense purposes.

Secretary MorGENTHAU. That is right. That
is the reason I do not want to make any
prophecy as to how high the debt lmit
may go.

Mr. Keere. Nobody knows that.

Secretary MorceENTHAU. I do not think any-
body who is sincere will say he knows that.

Mr. Luorow. I would like to ask you how
much, in your opinion, of the national-de-
fense financing should be ralsed by taxes and

what proportion by borrowings. Should we,

not, as far as possible, pay it out of current
revenues instead of passing the obligation to
future generations? :

Secretary MorGENTHAU. If I may answer
that in my own way, talking in my capacity
as Secretary of the Treasury—and I must say
that I do not know what facts the Bureau
of the Budget may have, because it is no
longer under the Treasury, so I do not have
an opportunity for the intimate contact that
I used to have with that Bureau when it was
under the Treasury—what I would like to see
personally would be this, that the revenues
of the Government would at least be great
enough to pay all the ordinary expenses of the
Government, including the annual mainte-
nance of our Army and Navy. I would also
like to see a reasonable amount of revenue
avallable so that each year we could. retire
a certain amount of the cbligations issued to
provide funds for the national-defense pro-
gram. If that could be brought about, I
think it would be a wholesome situation.

Mr. LupLow. Was there not in the World
War period a definite ratio established which
was believed to be a safe financial basis to
act on, namely, to pay one-third of the ex-
penses of the war from revenues and two-
thirds from borrowings?

Mr. Berr. I do not think it was very definite
as to one-third coming out of revenues and
two-thirds from borrowings.

Mr. LupLow. But that was the way it was
intended to operate, was it not?

Mr. Bern. As I recall, Secretary MecAdoo
made the statement at the beginning of the
war that he hoped we would pay 50 percent
of the war expenditures out of revenues, but
it actually worked out about one-third from
revenues and two-thirds from borrowings.

Mr, Luorow. I wonder if you could not give
an opinion of your own as to the desirability
of such a ratio in connection with the present
situation?

SBecretary MorGENTHAU. If the situation
should work itself out, which means that if
Congress should write the ticket of two-thirds
from borrowings and one-third from revenues,
I would be delighted to accept it.

Mr. CROWTHER. Mr. Chairman, I
yield myself 10 minutes.

Mr. Chairman, the explanation of the
bill and its purposes has been so thor-
ougply set forth by our distinguished
chairman that it will be unnecessary for
me to take any of the time I have allotted
myself for that purpose. Iam here merely
for the purpose of making clear what the
attitude of the minority members is on
this subject, although I believe it is very
clearly expressed in the minority report.

Of course, it is obvious that some addi-
tional borrowing authority must be
granted, and the question with us is, How
much? We are guite certain that the
$60,000,000,000 that we shall recommend
will be quite sufficient, and I shall offer
an amendment at the proper time and
a motion to recommit to place the figure
at $60,000,000,000. This will cover the
necessities of the Treasury for at least
a year and probably for a year and a half.
The likelihood is that the Congress will
be in almost continuous session during
that time.

CONGRESSIONAL RECORD—HOQUSE

We raised the debt limit $4.000,000,000
in June, and a considerable amount of
that has already been used. As stated by
the Secretary of the Treasury, the fact
of the matter is the Treasury will be in
financial difficulties in May and will in

a sense be unable to meet its obligations. 1

I hope we shall not forget that we have
accumulated deficits of $42,000,000,000 be-
tween 1931 and 1942, and the deficits an-
ticipated for this fiscal year will be some-
thing over $6,000,000,000 and will be over
$9,000,000,000 for the fiscal year 1942.

Mr, Chairman, it is my desire to keep
within the allotment of time; therefore,
I ask unanimous consent to read a short
editorial from this morning’s New York
Herald Tribune, which so well expresses
our position, perhaps better than I can
do it in my own words.

The CHAIRMAN. Is there objection to
the request of the gentleman from New
York [Mr. CROWTHER]?

There was no objection.

Mr. CROWTHER. Mr. Chairman, this
is entitled “Intelligent Opposition”:

The Republican members of the House
Ways and Means Committee, headed by Rep-
resentative ALLEN T. TREADWAY, of Massachu-
setts, have filed a report in which they dis-
sent from the majority’s action of earlier this
week in voting an immediate increase in the
Federal debt limit to $65,000,000,000.

Since the minority members are prepared
to accept an increase in the debt to £60,000,-
000,000, some will say, perhaps, they are
assuming a quibbling attitude. But this, it
seems to us, is a totally wrong view of the
situation. The burden of proof should not
be upon those who urge that the debt be
raised only by the minimum amount neces-
sary, but upon those who believe that the
existence of the emergency means that the
Administration should be granted everything
it demands, with no questions asked. We
should be the last to countenance obstruc-
tionist tactics on the part of any group at
times such as these, but it seems to us that
an intelligent and patriotic opposition has
a twofold responsibility to the country in
the present situation. On the one hand it
should see that the Government obtains with
a minimum delay all the powers that are
genuinely necessary for the defense effort;
on the other hand, it should be eternally
on its guard lest the emergency be made the
excuse for the seizure of new and superflucus
powers and for an abandonment of all the
peacetime standards of economy.

The minority of the Ways and Means Com-
mittee recognizes the need for raising the debt
limit from the present figure of $49,000,-
000,000, but it maintains that Congress
would be going quite far enough at the pres-
ent time in providing for the needs of the
Treasury a year or a year and a half ahead.
It is difficult to see anything either un-
generous or unreasonable in such an attitude.
But, in addition to this more or less negative
proposal, the minority offers four positive sug-
gestions which it belleves should be incor-
porated in the financing of the defense effort.
These call for (1) the establishment of a non-
partisan congressional committee to coordi-
nate Federal revenues and expenditures; (2)
the adoption of a policy of strict economy
with respect to nonmilitary expenditures; (3)
the supervision of military appropriations
with a view to seeing that they are expended
“wisely and without waste,” and (4) an in-
crease in Federal revenues so that the de-
fense effort may be financed so far.as possible
on a pay-as-you-go basis.

This is a constructive program which cer-
tainly deserves the thoughtful consideration
of Congress. And in presenting it the Re-
publican members of the Ways and Means
Committee are setting an excellent example of
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how to steer an intelligent course between
obstructionism, on the one hand, and “rub-
ber stampism,” on the other.

Mr. Chairman, I think we all realize
the necessity of raising the debt limit at
this time, but with Congress in session it
appears to me that the $60,000,000,000
will be adequate. Of course, I have heen
pleading during the last session of Con-
gress, and made an address toward its
close on that subject, for the committee
to begin actively a study looking to a
revision of our tax system. We have
tried during the last 8 years of which I
have been a member of the subcommittee
on six or seven different occasions to have
a thorough revision of our tax program,
and have something of advanced thought
and construction in connection with it,
but each time we have been compelled
by necessity to drop our revision and
seek sources of revenue. The constantly
increasing demands for revenue has
made it necessary for the subcommittee
to quit entirely its efforts to revise and
reconstruct our tax legislation, to im-
mediately seek new sources of revenue.

New sources of revenues are gradually
drying up. The States and the Federal
Government are treading on each other’s
toes in the effort to find new revenue.
Nothing needs more of reconstruction and
revision than our present tax law., I
think we have wasted valuable time in
this session of Congress. There is some
logic in waiting until March 15 in order
to find out what the returns will be from
the two tax bills that we passed in 1940,
but it seems to me that we might have
used some of this time in preliminary
spade work and advancing toward a task
that is going to require the best efforts
of the committee.

Mr. THILL. Will the gentleman yield?

Mr. CROWTHER. I yield to the gen-
tleman from Wisconsin.

Mr. THILL. Under the terms of the
bill the direct obligations of the Treasury
are limited to $65,000,000,000. Does the
gentleman have any idea what the
amount of indirect obligations of the
Government may be?

Mr. CROWTHER. No; I do not, but
let me say that this proposed $65,000,000,-
000 limit does not contemplate the ex-
penditures that will be made necessary
by the passage of H. R. 1776 on last Sat-
urday. Those expenditures are not in-
cluded.

Mr. Chairman, I now yield 10 minutes
to the gentleman from Minnesota [Mr.
KnuTtson]. -

Mr, KNUTSON. Mr. Chairman, H. R.
2959 is an indiciment of the most waste-
ful and most extravagant administration
in all the history of the Republic. When
Mr. Roosevelt became President and set
the wheels of experimentation going, the
national debt was $22,000,000,000. To-
day, less than 8 years thereafter, it has
grown to the stupendous sum of over $45,-
000,000,000, or $45 for every minute since
the dawn of the Christian era. Before Mr.
Roosevelt will have served one-half of
his third term—which, by the way, I may
say to my good friend from North Caro-
lina, was bought with money out of the
Federal Treasury—Mr. Roosevelt will
have spent $97,546,000,000—more than
was spent by all the Presidents or all the
administrations from Washington down
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to and including a portion of the Wilson
administration, which includes the cost of
the War of 1812, the numerous Indian
wars, the Mexican War, the Civil War,
and the Spanish-American War.

No wonder Mr. Morgenthau, in appear-
ing before our committee to urge the en-
actment of this legislation, told us that
the financial condition of the country was
causing him many sleepless nights. We
assured the Secretary that he had lots of
company; in fact, I guess about the only
place where they are not losing any sleep
is down there at 1600 Pennsylvania Ave-
nue.

As the gentleman from New York [Mr.
CrowTHER] told you, this is the second
time within less than 8 months that we
have been called upon to raise the na-
tional-debt limit. We raised it last June,
as you recall, from $45,000,000,000 to
$49,000,000,000, and now we are asked to
raise it another $16,000,000,000 or maybe
you will understand it better when I say
sixteen thousand million dollars. They
tell us it is necessary to increase the limit
by this amount because Uncle Sam is
going to be scraping the bottom of the
bin in May and will be unable to meet
current expenses if we do not pass an
authorization for a further increase in
the national debt.

Of course, none of us wishes to see the
Government fail to meet its current ob-
ligations, but we of the minorify in the
Committee on Ways and Means take the
position that a $16,000,000,000 increase
at this time is not warranted. We are
willing to go along on $60,000,000,000, to
raise the limit to $60,000,000,000, which
would carry us through the fiscal year
1942. Congress is going to be in constant
session; in fact, I have sent home for my
fishing rods because I do not expect to
be able to get back to Minnesota to do
any fishing this summer. If it becomes
apparent later on that a further increase
in the debt limit be necessary to meet
running expenses, of course, Congress
will have to authorize it.

It has been my observation that
Brother Roosevelt will spend all the
money that we give him, and if he does
not have it he will spend it anyway. He
is running the Government on a sort of
installment payment plan, so much down
and so much a month for the rest of our
lives.

I call your attention to the stupendous
increase that has been made in Govern-
ment spending. The revenues of the
Government have increased from $3,190,-
000,000 in 1931 to $8,275,000,000, which
is the estimated revenue receipts for
1942. I anticipate that someone who is
to follow me on the majority side will
use that tremendous increase in Govern-
ment revenues as a sort of bouquet for
Brother Roosevelt. They will point out
how low Federal receipts were back In
1931. Anticipating that point, may I
say that we were in the midst of a de-
pression Lack in 1931 that was world-
wide, and the depression in this country
was wholly due to the war that you
Democrats promised to keep us out of
in 1917.

Mr. STEFAN. Mr. Chairman, will the
gentleman yield?
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Mr. ENUTSON. Briefly.

Mr, STEFAN. The House Committee
on Appropriations will soon bring in the
appropriation bill making appropriations
for the Treasury Department. In the
hearings the gentleman will find that
the annual interest on our public debt
as it stands today runs well over $1,000,-
000,000, but when we increase our public
debt to $69,000,000,000 the interest will
run something over $1,600,000,000. Tt
will represent a little more than one-
half the Government receipts in 1931. I
wonder if the gentleman has thought
about how that is going to affect the
taxpayer, who will eventually have to pay
this bill.

Mr. ENUTSON. Of course, we will
have to substitute the wringer for the
eagle on the national coat of arms. If
the gentleman’s work on the Committee
on Appropriations is giving him concern,
let me reassure him that under the lease-
lend bill we passed on Saturday the Com-
mittee on Appropriations will have very
little to do in the future. All those de-
tails will be taken care of down at the
other end of the Avenue. I have an idea
that the tombstone cutters are going to
have a lot of work right after next
election.

Mr. WOODRUFF of Michigan. Mr.
Chairman, will the gentleman yield?

Mr. ENUTSON. I yield to the gentle-
man from Michigan.

Mr. WOODRUFF of Michigan. Inas-
much as the gentleman has referred to
taxes and the Treasury receipts of 1931,
I believe it would be very helpful to the
Members of the House if the gentleman
would place in his remarks a table show-
ing the tax receipts and the deficit for the
8 years previous to the present admin-
istration.

Mr. KNUTSON. I will insert at this
point the figures ashed for by the gentle-
man from Michigan.

The following table will give the House
an idea of how the public debt has in-
creased the past 12 years and this, not-
withstanding the fact that the net reve-
nues have increased from $3,190,000,000
in 1931 to an estimated income of $8,275,-
000,000 in 1942, During the same period
the annual expenditures of the Federal
Government increased from $3,652,000,-
000 to $17,485,000,000, and assuming that
the Budget estimates of expenditures for
1941-42 are correct, the Federal Govern-
ment will have spent in that period the
gigantic sum of $97,546,000,000. These
are figures that can hardly be grasped by
astronomers who compute mileage be-

tween the various heavenly bodies. The
table follows:
Net revenues | Public debt
Year ending Jure 30—
193 $3, 100, 000, 00G | $16, 801, GO0, 000
2, 006, 000, 000 19, 487, 000, 000
2, 080, 000, 000 | 22, 539, 000, 000
3, 116, 000, 000 | 27,053, 000, 000
3,800, 000, 000 , 701, 000, 000
4,116, 000, 000 | 33, 778, 000, 000
5, 029, 000,000 | 36, 425, 000, 000
5, 855, 000,000 | 37, 165, 000, 000
5, 166, 000, GO0 | 40, 440, 000, 000
a0 aooooao.] 5, 387,000,000 | 42, 968, 000, 000
1941 (estimate) 1___| 7,013, 000,000 | 48, 157, 000, 000
1942 (estimate) 1.__| 8, 275,000, 000 | 58, 367, 000, 000
Mol 55, 032, 000,000 (... ......

1 Compiled from 1942 Budget, table 8, p. 1040,
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I may say that our deficits have been
getting bigger and redder. Of course, I
can understand how the color red would
have an appeal for many of the long-
hailred boys on the majority side of the
aisle.

Mr. WOODRUFF of Michigan. I as-
sume that while the deficits have been
growing greater and greater our tax re-
ceipts have been growing greater and
greater at the same time.

Mr. ENUTSON. Let me assure my
good friend that when bigger and better
deficits are found, Brother Roosevelt will
find them.

Mr. CRAWFORD. Mr. Chairman, will
the gentleman yield?

Mr. KNUTSON. I yield to the gentle-
man from Michigan.

Mr. CRAWFORD. In the last report
of the Treasury, in June 1940, there is a
table showing that when we entered the
war, our whole gross Federal debt was
$1,225,000,000 plus. The gentleman from
Nebraska tells us that the interest on this
debt when we enter this war will be
$1,600,000,000, or nearly $400,000,000
larger than the whole debt was before we
entered the last war.

Mr. ENUTSON. It will be several
times that big before we get through.
[Applause.]

[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I
yield 12 minutes to the gentleman from
Virginia [Mr. ROBERTSON].

Mr. ROBERTSON of Virginia. Mr.
Chairman, it is my purpose to address
myself briefly to one phase only of this
bill and that is the $65,000,000,000 limita-
tion. I favor that limit.

I have, of course, read the recommen-
dations in the minority report and take
no exception to the editorial published in
the New York Tribune praising the first
four. The first four of those recommen-
dations are good ones on general prin-
ciples, but, of course, they have no bear-
ing at all on what is under consideration
here today. We cannot put an amend-
ment on this bill to provide for a joint
congressional committee. We cannot do
more than say to the Appropriations
Committee that we would like for that
committee to economize in nonmilitary
expenditures, We cannot put anything in
this bill to guarantee that none of this
debt increase will be unwisely spent, and
we cannot put in this bill more than we
have put in it to pay currently as large
a part of the defense program as pos-
sible, namely, to make the income from
future issues of Government bonds fully
taxable. Now, we come down to the only
pertinent observation of the minority and
that, I think, grows out of a misunder-
standing of the figures actually involved.
So I am going to address my remarks
primarily to my distinguished colleagues
on the minority side, because I think if
we could agree on the figures we would
then be in agreement on what action
should be taken. I address my remarks
to the ranking minority Member, the dis-
tinguished gentleman from New York,
Dr. CROWTHER, who is always as fair as
he is patriotic, and he is always both. I
address my remarks also to my distin-
guished colleague from New Jersey [Mr.
McLEeaN], one of the outstanding lawyers
of the country, who makes a financial
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sacrifice every year he stays in Washing-
ton to serve his district, State, and Na-
tion. I realize, of course, that on certain
fundamental, international issues, I have
not seen eye to eye with my Republican
colleagues. I have never been an isola-
tionist. I thought the Republican lead-
ers were wrong 21 years ago when they
defeated the League of Nations. I
thought they were wrong when they tried
to block us from getting away from the
restrictive features of the Hawley-Smoot
tariff bill that were stifling our foreign
trade. I thought they were wrong when
they opposed our efforts to amend the
Neutrality Act in order to furnish supplies
on a cash-and-carry basis to Great Brit-
ain, and I thought they were wrong when
they voted against the lease-lend bill on
Saturday to render aid of a material
character and not just soft-spoken words
and expressions of love for democracy
and admiration for the undaunted cour-
age of the British.

Mr. RICH. Mr. Chairman, will the
gentleman yield?

Mr. ROBERTSON of Virginia. I yield.

Mr. RICH. If the Republicans were
wrong in trying to change the Neutrality
Act, then I would gather from the gentle-
man's statement that because a great
many of them objected to the lease-lend
bill that the gentleman is in favor of
giving the President authority to give
away everything that we have to any-
body that he may think needs it. If that
is the way the gentleman feels that we
should treat the American people, then
he is entirely different in his views from
what I think, because I think we ought
to try to take care of our own American
people first and then, if we have any-
thing with which to aid or assist foreign
countries, we can use our best efforts to
that end.

Mr. ROBERTSON of Virginia. I do
not think the observation of the distin-
guished gentleman from Pennsylvania is
justified. Before the bill was passed we
put a definite limitation on what we
could give away of our own supplies, and
the other supplies were contingent upon
future appropriations of the Congress:;
and I want to point out, in giving you
the actual figures on debt limitations,
how it will be impossible for the 160
Members, largely on the Republican side,
who voted for the Fish amendment, to
lend $2,000,000,000 to Great Britain as
aid—because they said they wanted to
aid Great Britain—to lend them one red
cent unless we raise this limitation to
$65,000,000,000.

I assume that, notwithstanding the
difference I have mentioned on the sub-
ject of isolationism, the Republicans who
voted for that amendment to lend $2,-
000,000,000 to Great Britain were sincere
in their stand and do not want to take
action now that would make that impos-
sible of accomplishment.

Mr. RICH. Mr. Chairman, will the
gentleman yield for one further question?

Mr. ROBERTSON of Virginia. Very
briefly.

Mr. RICH. Is the gentleman in favor
of a debt limit of $65,000,000,000 now?

Mr. ROBERTSON of Virginia. I am;
and since the gentleman knows so well
that I have consistently voted for econ-
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omy in this House, and knows that when
it comes to voting for economy, as well as
talking about it, I yield to no Member of
the House, save only the distinguished
gentleman from Pennsylvania and, pos-
sibly, his colleague the gentleman from
New York [Mr. TaBerl, the gentleman
will realize that when I rise to support a
debt limit above what the minority has
recommended I must have some good and
sufficient reason for doing it.

Mr. BROOKS. Mr.Chairman, will the
gentleman yield?

Mr. ROBERTSON of Virginia. I yield
for a brief question.

Mr. BROOKS. As a matter of fact, is
not the only way we can proceed with the
national-defense program and with as-
sistance to England by increasing the
debt limit at this time?

Mr. ROBERTSON of Virginia. Very
definitely; and I propose to show you the
figures that lead me to that conclusion.

I hope I am not now speaking in any
partisan way. My colleagues know there
has never been any aisle that I have hesi-
tated to cross on any economic issue when
I felt the welfare of the people was at
stake. I was one Democrat 2 years ago
who spoke against another kind of lease-
lend, a $3,000,000,000 bill, said to be
the answer to recovery, and I got time
yielded to me from the Republican side,
and spoke against the bill, and was de-
lighted when we were able to defeat it.
On many economy issues I have not hesi-
tated to cross the aisle to support motions
that came from the Republican side in
the interest of economy.

In 1935 I took this floor in opposition
to the pending bill to appropriate $4,800,-
000,000 for relief and recovery. At that
time I pointed out that in the midst of
the depression in 1933 we had appropri-
ated only $330,000,000 for relief, and no
one, so far as I knew, had starved. We
increased that the next year by 300 per-
cent, and then we came to the appro-
priation of $4,800,000,000. I vigorously
opposed it with all the power I had, but
unfortunately to no effect, and I pre-
dicted then that if we continued that type
of enormous expenditure, I felt it would
be conducive to extravagance and we
would live to see the national debt rise to
$50,000,000,000. I said that with a shud-
der, but unfortunately not many other
people shuddered at that time, and now
we come to raising the debt limit to
$65,000,000,000. And some of you are
asking why, if you believe in economy,
you favor a $65,000,000,000 debt limit.
That is what I propose to explain now.

Mr. RICH. Mr. Chairman, will the
gentleman yield? A

Mr. ROBERTSON of Virginia. ¥Yes.

Mr. RICH. I admire the gentleman,
but I think if he could get the other Mem-
bers on his side of the House who are not
here in the hall to listen to what he has
to say it would be a mighty fine thing,

Mr. CARLSON. Mr. Chairman, I
would be glad to have the gentleman
Justify the sixty-five billion debt limit. I
appreciate his interest in the matter.

Mr. ROBERTSON of Virginia. That is
the reason that I am coming to the point
I sought to make when I first rose.

The 1942 Budget just submitted esti-
mates that the gross public debt of the
United States will be $58,367,000,000 on
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June 30, 1942. This debt, as stated, does
not include the future aceruals on United
States savings bonds, which must be pro-
vided for under any limifation of the
outstanding debt fixed by the Congress.
What this accrual will amount to is, of
course, difficult to estimate at this time,
as it depends largely upon the program
which the Treasury will adopt for the
sale of additional savings securities. I
am advised that the annual sales of
United States savings bonds are now run-
ning at approximately $1,000,000,000 a
year. - If these should be increased to,
say, $3,000,000,000, it would be necessary
to provide for $1,000,000,000 additional
debt limitation to take care of the fu-
ture accruals on such securities. Neither
does the debt as stated include any ex-
penditures that might be made under
the pending lend-lease bill or any further
expansion of our national-defense pro-
gram, if that should become necessary.
It would seem that Congress should pro-
vide some cushion for these possibilities,
and I should not think that the limit
fixed by this bill provides an unreason-
able amount. Of course, it is understood
that the Treasury would never borrow
funds in excess of the expenditure pro-
grams formulated under appropriations
duly made by the Congress.

Now as to appropriations. According
to the Budget document, we have a na-
tional-defense program of $28,500,-
000,000. It is true that it will not all be
appropriated by the end of the fiscal year
1942, but a very large part of it will be
appropriated. -I am sure that no one
would contend that the Congress should
not provide the Treasury with sufficient
borrowing authority to meet all of the
appropriations which Congress has made
or contemplates making during this ses-
sion, less the estimated receipts for this
and next year.

I have a table which shows that the
debt limit of $65,000,000,000 fixed by this
bill will just about take care of the ap-
propriations made and those contem-
plated in the Budget after eliminating
the appropriations for our sinking fund.
Here again nothing has been included
for aid to Great Britain or any further
expansion of our national-defense pro-
gram over and above what is confem-
plated in the Budget document.

Necessary debt limitation to meet appropria-
tions made and contemplated in 1942
Budget, less estimated receipts

[In millions of dollars]

Unexpended balances, June 30, 1840. 3,300
Appropriations for 1941 .- 15,100
Appropriations for 1842 ___________. 15, 065
Supplemental appropriations carried
" In 1942 Budget (p. A-81) ccoao , 500
Total appropriations.  eceea. 136, 965
Less:
Estimated net recelpts for 1941. 7,013
Estimated net receipts for 1942. 8,275
15, 288
21,677
Gross debt subject to limitation,
June 30, 1940 e mcccmccanas N 43,219
Necessary debt limitation,
June 30, 1942______________ 64, 898

1 Excludes appropriations for public-debt
retirements and from postal revenues.
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In the light of these figures, which were
submitted to me today by a Treasury of-
ficial, those who oppose a $65,000,000,000
limit not only do not want to render aid
to Great Britain, they are willing even to
take a chance on our own defense. Iam
for economy, yes; but agree with Pinck-
ney, of Scuth Carolina, “Millions for de-
defense.” Let us take no chances on that
vital issue.

Mr. CROWTHER. Mr. Chairman, I
vield now fo the gentleman from Michi-
gan [Mr. HorFrMaN].

ARMY AND NAVY WIN VICTORY ON HOME FRONT

Mr. HOFFMAN. Mr. Chairman, the
Congress should feel elated. The press
of Baturday advised us that striking
members of the C. 1. O,, Local 248, U. A.
W. A, headed by Harold Christoffel, have
finally consented that completed equip-
ment vitally needed by the War and Navy
Departments shall be turnec over to those
Departments, provided the union desig-
nates the men who are to do the removal
work.

Christeffel, head of Local 248, U. A.
W. A, C. 1. O,, was a member of the
executive board of the Communist pro-
visional committee of the C. I. O. and
has been designated by the Communist
candidate for attorney general of Wis-
consin as a loyal Communist,

It certainly must be gratifying to the
high ecommand of the Army and the Navy
and to the President of the United States,
who is Commander in Chief of both, that
the C. I. O., with this Communist at its
head, has finally consented to release this
vitally needed material.

Our War and Navy Departments,
which are spending billions of dollars
for national defense and who will be
called upcn to direct the war which the
President is about to get us into and
which the poor man will be called upon
to fight and pay for, have won a victory.

You may recall that more than a year
ago an afiiliate of the C. I. O. at Detroit
held up the Navy equipment for some-
thing like 41 days. This equipment at
Milwaukee has been held up only 20 days
up to tocday—a partial victory, as this
strike has so far continued 21 days less
than the Detroit strike,

Under the agreement the War and
Navy Departments, your Government and
mine, made with the C. I. O,, Navy mate-
rial was to move the morning of Feb-
ruary 8, and Army materials will begin
to move today.

Perhaps the C. 1. O. will let us have
a little more later on. Let us hope that
when the President, under the lend-
lease bill, begins to ask for a billion or
two dollars’ worth of material, the C. 1. O.
will be equally complacent.

Col. Donald Armstrong, ordnance exec-
utive officer in the Chicago district, had
complained that the strike, which still
continues, was holding up the entire
United States powder-manufacturing
program, and, I quote, “endangering the
safety of the country.”

Colonel Armstrong had sought the re-
lease of what he termed “key equipment”
and had given notice that “the Army
cannot sit back and let national defense
be sabotaged by failure to deliver this
material,” He further said:
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One hundred and thirty million people are
not going to sit back and do nothing about it.

War Department officials in Washington are
upset by the potential delay in getting this
equipment ocut. We are maintaining an ab-
solutely neutral attitude with respect to the
issues in the dispute, but are extremely anxi-
ous for this machinery. It is key equipment,
and the whole United States powder program
is blocked because of it.

Somebody in Milwaukee has to accept the
responsibility for fatlure to get this equip-
ment out.

So the company consented that Ameri-
can citizens should be denied the oppor-
tunity to aid in getting the equipment
out and permitted the C. 1. O. local, “red”
from its toenails to the crown of its head,
to designate the men to move it.

Have we any assurance that, if real
danger comes to our shores, these Com-
munists, working in conjunction with
their “red” brethren in Russia, will not be
an effective fifth column by holding up
production, destroying material already
manufactured?

It is to be hoped that the colonel will
not be impolite to nor offend the C. 1. O.
nor Harold Christoffel to such an extent
that it or he refuses to carry out the
agreement. War and Navy officials
should remember that Sidney Hillman of
the Defense Commission is also a vice
president of the C. I. O. and, if displeased,
he may insist that the War Department
refuse to accept this much-needed ma-
terial.

He may follow the same course he did
with reference to the Ford contract,
where, as you recall, he refused to let the
Ford organization produce defense mate-
rial for the reason, among others, that
Ford refused to compel his employees to
pay Sidney’s C. I. O. the money they
demanded.

It is a wonderful thing to serve two
masters; to get away with it. Hillman of
the Defense Commission is charged with
getting production—as a member of the
Defense Commission; and, as vice presi-
dent of ‘the C. I. O., he prevents produc-
tion until honest American citizens pay
an organization affiliated with the or-
ganization of which he is vice president
for the privilege of doing it.

And Sidney Hillman says that we do
not need any new labor legislation; that
the present situation is “very satisfac-
tory.” It ought to be; with Eleanor
Roosevelt encouraging strikes and so aid-
ing his organizing drive by telling us the
President has power to take over Ford;
with the War Department denying a con-
tract to Henry Ford, even though he
would have saved us $250,000. Hillman
and the Communists are sitting pretty,
but I doubt if they are satisfied or will
be until they have brought about their
revolution.

It may be that Congressmen who let
the C. I. O. tie up the defense program,
let Sidney Hillman sabotage that pro-
gram, will hear from their constituents
along in November 1942; that is, if we
have an election then, and if the voters
have not forgotten that many of them
were denied the right to work on the
defense program.

Mr. CROWTHER. Mr. Chairman, I
yvield 10 minutes to the gentleman from
Ohio [Mr. JENKINS].
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Mr. JENKINS of Ohio. Mr. Chair-
man, I compliment the gentleman from
Virginia [Mr. RoBerTsoN] on his states-
manlike attitude in the past in his ef-
forts to accomplish economy in the
expenditure of public money. He has
been one out of a few on the Democratic
side who has ever been courageous
enough to do that. If the Democecratic
leadership and the Democratic Party
had followed the position taken by the
gentleman from Virginia we would not
be today in the position we are in as
far as this gigantic debt is concerned.
For instance, as he outlined, there was
an appropriation of four and a half bil-
lion dollars and another one of $3,000,-
000,000 and others so that nearly
$10,000,000,000 would have been saved if
the gentleman’s advice had been fol-
lowed. But extravagance was the
watchword. I may say for the benefit
of those new Congressmen that I have
watched with a great deal of interest
this terrific orgy of spending. They will
be surprised to learn perhaps that when
the depression first came down, with a
good deal of timidity we appropriated
$150,000,000 with which to break the
back of the depression. We thought we
were courageous when we appropriated
the gigantic sum of $150,000,000, $100,-
000,000 to be spent in building post
offices and other public buildings
throughout the country, and $50,000,000
to be spent in the city of Washington.
Various Members of Congress at that
time made suggestions as to how much
it would take to break- the depression.
The highest figure that I recall was a
figure advanced by one of the United
States Senators, and he was courageous
enough to say that if we appropriated
$10,000,000,000 we would be sure to break
the depression. Then the time came
when we had to appropriate at one time
in one year four and a half billion dol-
lars, and that was when the distin-
guished gentleman from North Carolina
[Mr. DoucHTON] should have stood up
and spoken against extravagance.

I am not saying that as critical of the
chairman of the Committee on Ways and
Means, because I know that in his own
heart he has not been in favor of these
extravagances. But today we find our-
selves owing more money, I think, than
any country in the history of the world
ever owed, and still we are at peace. We
are not at war with anybody. We say
proudly that we are not at war, but still
we owe more debt than any other nation
in the history of the world. What are
we doing about it? We are running into
debt every day $25,000,000 or more.

Mr. DINGELL. Will the gentleman
yield?

Mr. JENKINS of Ohio. No. If I have
time I will be glad to yield later, but not
now. We are running behind at the rate
of $25,000,000 or more every day.

I do not like to criticize the Democrats
as one group for that, because I know
they do not like that. But here is the
only real criticism I ever make of our
President. The only criticism I ever
make when I am dead in earnest, I say
that I cannot see how the President can
spend this money and laugh about it.



858

Most people dislike to go in debt. But
our President is not one of them. Mor-
genthau said at the hearings before the
Ways and Means Committee that he does
not sleep at night. Nobody ever heard
the President say a word about losing any
sleep. He spends and spends without re-
gard to any future. He says, “Oh, the
dollar sign is a crazy sign.” My friends,
you cannot pay that debt by calling the
dollar sign a crazy sign. You cannot pay
it by taking off the dollar sign from in
front. What is our position today? We
say in this report—we Republican mem-
bers of the Ways and Means Commitiee
say that it is our judgment that we ought
to vote against this bill unless it is re-
duced from $65,000,000,000 to $60,000,-
000,000. Why do we say that? We say
that at the end of 1942 $58,000,000,000
will be the outstanding obligations, but we
go to $60,000,000,000. We appreciate that
something is going to come out of this
lease-lend bill. The money has to come
from somewhere to pay that, and we have
to pay the bill. But no appropriation has
been made yet for that sum. And, as a
matter of fact, the lease-lend bill is not a
law as yet.

Mr. VORYS of Ohio. Will the gentle-
man yield?

Mr. JENKINS of Ohio. I yield.

Mr. VORYS of Ohio. Would not the
extra $2,000,000,000 there take care of the
$2,000,000,000 that the Republicans voted
for last Saturday which the gentleman
from Virginia [Mr, RoeerTson] has just
referred 10?

Mr. JENKINS of Ohio.
swer that question.

Mr. RICH. Will the gentleman yield?

Mr. JENKINS of Ohio. I yield.

Mr. RICH. Do you not believe that if
you have a child that is a spendthrift
and you want to try to check it, the
thing to do is not to give it all it wants,
but give it a little at a time and try to
teach it the value of money? Do you
not think we ought to do the same thing
with this Government?

Mr. JENKINS of Ohio.
man is exactly right.

Mr. KNUTSON. What the Govern-
ment needs is a guardian.

Mr., DINGELL. Will the gentleman
yield to me now?

Mr. JENKINS of Ohio. I yield.

Mr, DINGELL. I think in fairness to
those who are going to read this very
fine speech by the gentleman from Ohio
he ought to put down voluntarily his
record of his own vote on expenditures.

Mr. JENKINS of Ohio. I would be
glad to do so.

Mr. DINGELL., I think it would be
very enlightening.

Mr. JENKINS of Ohio. I would be
very glad to do so. I am proud of my
record in that respect. I have voted
against many billions of these wasteful
extravagances. I voted against the $4,-
000,000,000 and I voted against the $3,-
000,000,000, and a lot of them, I will be
glad to put my record in in that respect.

Mr. DINGELL, It will be interesting
to show what the gentleman voted for on
these hig hills,

Mr. JENKINS of Ohio. I thought you
wanted to know which ones I voted

That will an-

The gentle-
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against, and I proceeded to tell you. I
am afraid you tock on the wrong man.
You might have picked on somebody that
you could make some headway with, but
you picked on the wrong man this time.
[Laughter and applause.]

Mr. WILSON. Will the gentleman
yield?

Mr, JENKINS of Ohio. I yield.

Mr, WILSON. I think the REcorp
should also include the fact that the gen-
tleman from Virginia [Mr. ROBERTSON]
referred to the $2,000,000,000 that the
Republicans offered to appropriate as
soft-spoken words. Sinece when did
$2,000,000,000 become soft-spoken words?
Has that just been since 19322

Mr. JENKINS of Ohio. That is right.
It used to scare most anybody to death.

Mr. LAMBERTSON. Will the gentle-
man yield?

Mr. JENKINS of Ohio. I yield.

Mr. LAMBERTSON. Speaking of
spending, we are just starting to play
Santa Claus for the whole world.

Mr. JENKINS of Ohio. That is right.
And that is more serious than most peo-
ple think.

Mr. CLEVENGER. Will the gentle-
man yield?

Mr. JENKINS of Ohio. I yield.

Mr. CLEVENGER. A moment ago one
of the new Congressmen from the rural
section asked me how much money $65,-
000,000,000 was. I just want to ask the
distinguished gentleman from Ohio if it
is not about twice the value of all the
farm lands and buildings in the census
returns for 19409

Mr. JENKINS of Ohio. Yes; $65,000,-
000,000 is so much you can hardly com-
prehend it. We are going to increase
this debt $16,000,000,000 in this bill. I
cannot give you the exact figures, but I
will venture that the 16 smallest States
of this Union will not when taken ap-
praise up to $16,000,000,000. The State
of Ohio will just about do it. The State
of Pennsylvania will probably appraise a
little more than $16,000,000,000. "So this
debt of sixty-five billion is almost beyond
comprehension. But I want to pass on.
I want to speak about the issuance of
these bonds. This is very important, and
I should like to have time to go into it
carefully.

Mr. DOUGHTON.
yield?

Mr. JENKINS of Ohio. Yes; I must
yield to the distinguished chairman of
my committee.

Mr. DOUGHTON. I know the gentle-
man wants to be fair and correct. He is
a conscientious man, but I will stake my
reputation upon the faect that the in-
crease, instead of being $16,000,000,000, is
only $11,700,000,000.

Mr. JENKINS of Ohio. I understand
what the gentleman means. Of course,
the difference between forty-nine billion
and sixty-five billion is sixteen billion.
That is the difference, That is common
subtraction.

Mr. DOUGHTON. But we are repeal-
ing $4,300,000,000 that is now carried in
addition to the $49,000,000,000.

Mr, JENKINS of Ohio. ¥es; but, my
dear friend, the 4 billion only makes 49.
The difference between 49 and 65 is 16.

Will the gentleman
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Mr. DISNEY. Mr. Chairman, will the
gentleman yield there?

Mr. JENKINS of Ohio. I do not want
to get into any further argument about
the matter.

Mr. DISNEY. Would the gentleman
care to have the exact figures?

Mr. JENKINS of Ohio. I do not want
to get into an argument, because I have
not time. We raised the debt limit last
year from $45,000,000,000 to $49,000,000,-
000. The difference between 49 and 65 is
16. It is a simple matter of mathematics.

Mr. DOUGHTON. Butthat raise from
49 to 53 has been wiped out. We start at
$53,000,000,000. Istake my word on that.

Mr., JENKINS of Ohio. But all that
$4,000,000,000 that we raised the debt
limit last year has not been spent.

Mr. DOUGHTON. One billion six hun-
dred million dollars.

Mr. JENKINS of Ohio. The rest is
available for use.

Mr. DISNEY. Again I ask the gentle-
man if he would like to have the exact
figures on that.

Mr. JENKINS of Ohio. I believe the
exact figures are set forth in the report.

Mr. DISNEY. No; they are not.

Mr, JENKINS of Ohio. Then the gen-
tleman can make a speech in his own
time and put in the exact figures.

Mr. DISNEY. I thought perhaps the
gentleman was interested in having it ap-
pear correctly in his own statement.

Mr. JENKINS of Ohio. I am giving
them correctly so far as I am concerned.
I am using round figures, as the gentle-
man knows.

[Here the gavel fell.]

Mr. JENKINS of Ohio. Mr. Chairman,
I ask unanimous consent to proceed for 1
additional minute.

The CHAIRMAN. Without objection,
it is so ordered.

There was no objection.

Mr. JENKINS of Ohio. Members of
this House for years have discussed the
proposition of providing that the income
from Government bonds should be taxed.
Many bills have been introduced by Mem-
bers of both parties. The matter has
been a live subject for the last 40 years or
more. Banks and millions of people are
personally interested. We are in this bill
deciding this important question. In
this bill we are starting a silent, quiet pro-
cedure that will soon answer that whole
question. We say in this bill that hence-
forth every Government bond of every
kind and character whatsoever issued in
the future shall be subject to taxation.
What does this mean? This means also
that actually as the securities mature
those bonds will be paid off, and in the
course of a few years we shall have trans-
ferred all of them to the new status, and
they will all be subject to taxation. The
Democrats claim that this is necessary
because we have put our Government so
far in the red that we have got to take
everybody by the nape of the neck and
shake out of him every dollar we can get
to pay the expenses of the Government.
In this connection I want to say I have
asked permission to insert in the REcorp
articles written by two distinguished
Senators. To those who want to know
all the arguments on both sides of the
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issue I commend these articles. They
are brief and to the point. I wish I had
more time to discuss these most impor-
tant matters. [Applause.]

StoP TAX-EXEMPT SECURITIES?

(Not a new guestion for most countries is
this one. It has been revived in the United
States because Uncle S8am, faced by defense
and other mounting costs, has need for more
ready cash.)

YES—HOLDS SENATOR PRENTISS M. BROWN

There are approximately $65,000,000,000 of
governmental bonds outstanding in the
United States that are either wholly or par-
tially exempt from Federal and State income
taxes. If these securities were subject to the
Federal income tax and estate tax, they
would probably return about $300,000,000 a
year in taxes. This is a very substantial sum
and would be a material aid in bringing the
Federal income closer to the Federal ex-
penditures.

Of these bonds approximately $35,000,000,-
000 are wholly tax-exempt; the remainder
are partially tax-exempt. The $65,000,000,000
total is made up in round figures of slightly
less than $20,000,000,000 of bonds issued by
State, municipal, schools, and similar gov-
ernmental agencies; the rest is Federal. The
State and local bonds are wholly tax-exempt.
About #$15,000,000,000 of Federal bonds are
wholly tax-exempt; the remainder is subject
to varying degrees of limited income taxation.

During the period of the Civil War, when
there was great financial stress in the Gov=-
ernment, and for many years thereafter, the
Federal Government taxed the income from
municipal bonds. It was not until 1895,
when the final decision, In what is known as
the Pollack case, was rendered by the Su-
preme Court of the United States,' that it
was determined that the income from a mu-
nicipal bond could not be taxed by the Fed-
eral Government. Since that time, mainly
because of that case, there has been hesita-
tion on the part of the Congress in applying
the income tax to municipal and other State
and local bonds. Many legal experts disagree
with the decision and think reexamination of
the issue would result in a reversal. There
has never been any doubt about the power
of the Federal Government to subject its
own issues to income taxation, but because
other governmental bonds were exempt the
Federal Government has not subjected its
own issues to full taxation, and it may be
fairly said that as a class Federal bonds enjoy
very substantial tax exemption.

This is not the place for a legal discussion,
but it is necessary to devote a brief state-
ment to it. Growing out of the Pollock case
there was great public demand for an amend-
ment to the United States Constitution
which would permit Federal-income taxation,
the Pollock case having struck down not only
income taxation of municipal bonds, but also
all income taxation. As a result of this agi-
tation, the sixteenth amendment to the Con-
stitution was adopted in 1911. The amend-
ment reads:

“The Congress shall have power to lay and
collect taxes on incomes from whatsoever
source derived without apportionment among
the several States and without regard to any
census or enumeration.”

The tax on municipal bonds which was
collected under Civil War Acts and under
the 1894 Act, which gave rise to the Pollock
case, was authorized under a clause in the
law which taxed income from “any other
source whatsoever.” Great controversy has
raged around the meaning of that part of the
sixteenth amendment to the Constitution
which reads “from whatsoever source de-
rived” and “without apportionment.”

Thousands of pages of briefs and hundreds
of pages of the CoNGREssIONAL REcomrD have

11568 U. 8. Reports, p. 601,
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been consumed in a discussion of these
phrases. The special committee of the Sen-
ate, of which the author has the honor to
be chairman, after a thorough examination
of the authorities and hearing from the legal
experts of the Department of Justice and
from the representatives of the attorneys gen-
eral of the States of the country, concluded
by a 3 to 2 majority that the sixteenth
amendment meant just what it says; that
Congress should have the power to tax In-
come from whatsoever source derived. This
view, if adopted, would overcome the rule in
the Pollock case. There has been strong
support for such an income tax upon all
future issues of Federal and State securitles,

.and at various times both the Senate and

the House have passed measures tending in
that direction, but never have the two Houses
done so at the same session.

The above is set forth because it is felt
that some understanding should be given as
to why such an cbvious tax has not been
levied. 1t is because of some fear as to the
constitutionality of such a tax.

The last four Presidents of the United
States and a majority of the latest SBecre=
taries of the Treasury, including Secretaries
Morgenthau, Mellen, and Mills, have urged
complete income taxation of Federal and
State bonds. Outside of the State attorneys
general, I think it fair to state that the great
weight of expert opinion is in favor of such
taxation. Surveys of public opinion indi-
cate an overwhelming majority of the people
favor it. Newspaper opinion as revealed in
some 700 editorlals show over 600 favoring
such taxation. Of those opposed, approxi-
mately one-half did so on constitutional
grounds. The Democratic Party adopted at
its 1940 Convention a plank favoring such
taxation. The report prepared by the late
Glenn Frank at the request of the Repub-
lican National Committee urged the immedi-
ate elimination of all tax-exempt bonds.

Now, as to the merits of the proposition.
There are three main arguments:

1. The Government is losing substantial
revenue, Any law which may be enacted
would not immediately bring a great in-
crease in taxation, because no one seriously
proposes to tax anything but future bond
issues. However, over the years, the addi-
tion to the Federal Treasury will be substan-
tial, A general average of estimates is prob-
ably $300,000,000 per annum when the full
effect is achieved. In the earlier years the
return would not be consequential. It would
increase rapidly, however, and could well be
used to pay long-term obligations when
they become due.

2. Until we eliminate tax exemption, we
will not approximate tax justice. Because of
our many consumption taxes and other taxes
which cannot here be enumerated, the pro-
gressive principle of taxation, which is almost
universally conceded to be the just basis for
contributions from the citizen to his Govern-
ment, applies to only about 12 percent of the
total governmental revenue of the United
States. In other words, approximately 88
percent of the taxes totally ignore the pro-
gressive principle. Exemption of govern-
mental bonds is a materlal factor in the cre-
ation and continuance of this situation.

Pages could be filled with examples. I give
but a few. Tax-exempt bonds create a situa-
tion in which the wealthy man is greatly
favored over the man of moderate means and
the poor man. Based on the year 1939, a
man with an income of $100,000 a year got
the same net yield from a 3 percent munici-
pal bond considering taxation, as he could
obtain from an industrial bond ylelding 7.32
percent. An individual with a million-dollar
net income, who has the good fortune to hold
a 4 percent tax-exempt State or local bond,
gets the equivalent, considering taxation, of
& vield of 1624 percent from a taxable indus-
trial bond.

This means that the man of moderate in-
come obtains no tax advantages whatsoever
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from the ownership of a 3 percent or 4 per-
cent municipal hond. It is worth no more
to him than a similar industrial bond, while
as has been shown above, to a man of exceed-
ingly large income, the municipal bond is of
great value because of its tax-exempt privi-
lege.

To show the extent to which wealthy pecple
have purchased wholly tax-exempt bonds, I
give some figures from the estate tax returns
from the last available year, 1938. In es-
tates of from $100,000 to $200,000, 3}, per-
cent of net estate Is in the form of wholly tax-
exempt bonds. In estates between $500,000
and $1,100,000, 10'; percent of net estate is
in the form of tax-exempt bonds. In estates
of $5,100,000 and over, 44.6 percent, or close
to one-half, is in the form of totally tax-
exempt bonds. It can be seen from this that
the tax-exemption privilege is extensively
used.

On the floor of the Senate last September
the writer stated he did not in any way blame
the person of large income and property for
taking advantage of the privilege granted him
by the Government, It is lawful and proper
for him to do so, but it is not fair to the tax-
payers of the country for the Congress to per-
mit a situation to exist which enable those
best able to bear the burden of government to
largely escape taxation.

3. The third major argument for the elim-
fnation of tax-exempt bonds may be briefly
stated as follows: When a haven of refuge
for wealthy taxpayers is provided, it is but
natural that they would go into it. Any of
us would do the same thing. The result is that
capital in large amounts which would other-
wise go into productive enterprise finds its
way into tax-exempt securities. Elimination
of exemption would stimulate business.

To summarize:

1. The elimination of the tax-exempt privi-
lege would add over the years substantially to
the Government income.

2. The elimination of the tax-exempt privi-
lege will tend toward tax justice. It is, of
course, obvious that the tax-exempt privilege
and consequent use of it by those in the upper
income brackets shift the burden of Govern-
ment finance—Federal, State, and local—upon
the middle and lower income taxpayers and
the great mass of people why pay by various
consumption taxes.

3. The elimination of the tax-exempt privi-
lege will tend to free capital for general busi-
ness development and relieve the Government
to a considerable extent from its present ob-
ligation to supply such capital.

These considerations have so appealed to
the Special Committee of the United States
Senate which investigated the subject that it
has made the following recommendation to
the Congress of the United States:

“The majority of the committee believes
that the income of all future bond issues of
the United States Government or any of its
agencies, corporate or otherwise, should be
subject to both Federal and State income-tax
laws, The majority also believes that the in-
come from future issues of State and mu-
nicipal bonds, including therein all issues
of the various local subdivisions, should be
subject to the income-tax laws of the Fed-
eral Government. There should be, in our
opinion, no more tax-exempt bonds.”

Undoubtedly this is one of the major prob-
lems before the Congress which convened
January 3.

NO! SAYS SENATOR WARREN R. AUSTIN

I am, without equivocation, opposed to
abolishing tax-exempt securities. My oppo-
sition is not based on any light caprice or on
any inherited or political theses. It is based
on the one fact that to abolish the tax-
exempt security is to take a long step in the
direction of national socialism.

The Government of the United States is &
pecultar one, for in the same geographic limits
two sovereign powers exist, the State and the
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Federal Government. The theory of tax ex-
emption of the bonds or similar obligations
of these bodies is that the issues of the Fed-
eral Government have been exempt from Fed-
eral taxes, and likewise from State taxation,
and the issues of the States and the political
subdivisions thereof have been free of State
and Federal taxation,

The recent issue of taxable Federal notes
raises the question, “Will it be possible to
have two types of security, the Federal bonds
taxable, the State issues tax exempt, com-
peting for the investor's dollar? Will not the
force of the Federal Government, admittedly
many times greater than that of the indi-
vidual States, be directed at the destruction
of these sovereign powers now exercised by
the States?”

It was on the definition of these sovereign
powers of Federal and State Governments
that Chief Justice John Marshall laid down
the prineciple of the immunity from taxa-
tion of security issues as a reciprocal right
and declared “that the power to tax involves
the power to destroy; that the power to de-
stroy may defeat and render useless the power
to create * * * are propositions not to
be denied.”

But let us turn from that basic principle
for a moment and look at the so-called “prac-
tical” arguments in favor of abolishing tax
exemption. They are only two: First, it
would aid the Government in carrying on
its national-defense program by creating in-
creased revenue from tax collections. Second,
it would destroy the opportunity for evasion
of taxes by the rich.

If these contentions were true, and if I
were blind to the fundamental defects of the
proposal, I could easily find myself, as a
realist, persuaded to favor the idea. Any-
thing that will increase the revenues of the
Government without calling for an Increase
in taxes is to be carefully cherished.

But, alas, I can find no evidence to support
these claims.

Would issulng taxable securities add to
revenue of the Federal, State, or municipal
governments putting them on the market?
The purpose is alluring, but a moment with a
pencil gives the answer. It is “No.” The
United States Treasury has customarily bor-
rowed money at approximately 2 percent on
long-term bonds or under 1 percent on short-
term notes. But on the recent issue of tax-
able notes? the interest rate was admittedly
upped one-quarter of 1 percent, meaning an
annual increase in interest charges of one
and one-quarter million dollars.

Thus, to be able to collect through income
taxes on the holders' profits of two and one-
half million doliars the Federal Government
has already pledged itself to pay out half that
much additional in increased interest. In-
come taxes, though they may go up, surely
will not amount to 50 percent of income,
hence, cannot get back the other onme and
one-fourth million dollars, and hence Uncle
Sam will have taken a loss on the chimerical
deal.

Now, the second point: Would abolishing
tax-exempt securities stop tax evasion by the
rich? Once again the answer must be “Na,”
for relatively few of these tax-exempt securi-
ties are to be found in the estates of the
rich,

This is not guesswork. The executive di-
rector of the United States conference of
mayors, Paul V. Betters, tabulated the actual
conditions from the returns on estates. Here
is his report:

*The first taxable U. 8. Treasury notes
were issued December 19840—8531,000,000.
were oversubscribed 8 times. The
previous tax-exempt issue was in June 1940—
718,000,000 —and was oversubscribed 12
times. In the current market the tax-free
notes yleld 0.45 percent and the taxable notes
0.64 percent.
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“It is simply not a fact that the wealthy
are loading their estates with tax-exempt
bonds in order to escape their just share of
income taxes. An examination of all jthe
italics are mine] estate tax returns filed with
the Treasury Department in the calendar
years 1927-37, inclusive, reveals somewhat
startling flgures. These are not selected
estates nor a sampling, but are all the estates
reported for tax purposes during those 11
years,

“During the period noted above there were
3.044 estates having a net worth of $1,000,000
or more. There were 105499 estates of less
than one million net. Of the estates abave
$1,000,000, totaling over ten and one-half
billicn dollars, the following were the per-
centages of investment:

Wholly exempt Federal bonds. ccaeeeaa 3.60
Partially exempt Federal bonds--aaca- 1.12
State and local bonds 9.81
Taxable corporate bonds..eecceacaaa- 4.80

Corporation capital stocks. . ________ 55. 23

“For the estates less than $1,000,000, total-
ing $22,000,000,000, the following were the
ratios:

Wholly exempt Federal bonds_ . ——.__ 1.05
Partially exempt Federal bonds....... 2.46
State and local bonds 3.61
Taxable corporate bonds. ceeeemcemeeoo 8.46

Corporation capital stocks. oo cceee o 36. 14

“As study of the composition of the estates
of rich decedents shows, our wealthy men
still keep the major part of their wealth in
Junior issues.”

Tax-exempt bonds never gave anyone con-
trol over an enterprise. And the power and
opportunities for capital gain that inhere in
capital stocks are not to be surrendered
lightly—even for a substantial tax saving—
by the man who can afford to own them.

If the rich man is not buying these tax-
exempt securities, who is? For the most part
they are to be found in the portfolios of col-
leges, hospitals, foundations, and other insti-
tutions. Many of these are exempt from tax,
anyway, because of their eleemosynary char-
acter. The conclusion must be that we
should gain nothing financially, but actually
lose, should we destroy the tax-exempt se-
curity.

Thus the only arguments for the abolition
of tax exemption on securities demolish them-
selves, They will not increase net revenues;
they will increase, instead, expenses; increase
taxes on the entries in the tax books.

Since many of these securities are held in
life-insurance reserves, these will be reduced
and the cost of this protection for your de-
pendents’ future will be increased. And the
“take” from large estates, large incomes, will
not be increased by so much as it will cost
to increase the collection costs.

This is not guesswork; we have the evidence.
Look at the small proportion of tax-exempt
securities held in larpe estates. Look at the
increase of 50 percent in the interest rate on
the experimental taxable Federal notes—to
compensate for the loss of one financial ad-
vantage.

Regardless of who owns these tax-exempt
securities, there is no doubt of who has to
pay for them. It is the obligation of the
future taxpayer. And the service on the debt
must be paid by the present taxpayer. It
has been estimated that you will have to
pay six-tenths of 1 percent more to borrow
money for your governmental purposes. And
that means all of us will pay more—for less.

So, as a realist, I am forced to the con-
clusion that to make the tax-exempt securi-
ties taxable in the future would be an eco-
nomic blunder of the first magnitude. But
let me remind you of the fundamental fal-
lacy of the proposal—something which to
those who live in a democracy is the greatest
argument of all,

Should we destroy the immunity of tax-
ation of either one of our dual governments
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in favor of the other, we put the axe to the
roots of the form of government under
which we live and prosper. We slip one
notch nearer the sea of national socialism in
which so many peoples are tossing today.

Such a program would set us on the road
which has only one end: A completely cen-
tralized government and a form of economy
which, for lack of a simpler word, is most
easily described as ‘‘collectivism.”

“The power to tax,” again I quote the
wise, considered decision of Chief Justice
Marshall, “involves the power to destroy.”
Grant the power by an amendment of the
Constitution to tax to either of the dual
government that exists side by side within
th~ geographic limits of the United States
and you cannot restrain the right to destroy.
Retain the immunity, and then the Supreme
Court of the United States could continue to
hold, as expressed by Mr. Justice Frankfurter
as lately as March 27, 1939: “Since two gov-
ernments have authority within the same
territory, neither through its power to tax
can be allowed to cripple the operations of
the other.”?

Thus, under the promise of a financial
gain, which has no reality, we would give up
the substance of our safe and sane democ-
racy; and for the simulacrum of collecting
more taxes without expense will saddle our-
selves and our children with increased tax
burdens.

Do you wonder that 1 vote, without equivo-
cation or evasion, “Nol"?

Mr. DOUGHTON. Mr. Chairman, I
yield 12 minutes to the gentleman from
Indiana [Mr. BoEanE]. :

Mr. BOEHNE. Mr. Chairman, my re-
marks will be devoted exclusively to sec-
tion 4 A and B of this bill. Even though
this is a very short section, nevertheless,
it abrogates a doctrine that has been con-
sidered rather holy for many Congresses.

This section would in effect make in-
terest upon, and gain from, the sale or
other disposition of all obligations issued
in the future by the United States or its
agencies or instrumentalities, subject to
taxation by the Federal Government to
the same extent as like obligations of
private issuers.

The phrase, “the United States or any
agency or instrumentality thereof” is
used in the broadest possible sense so as
to effectively eliminate for the future
whatever exemptions from Federal taxa-
tion may have been accorded to any oh-
ligations by any act of Congress. This
section does not affect in any way the
taxable status of obligations of States,
muniecipalities, and other -local govern-
mental agencies. This is a matter which
no doubt will come in for more serious
study, and I hope for presentation to this
present Congress.

I believe the record will show that every
President of the United States since
Woodrow Wilson has recommended the
removal of the tax-exemption feature of
Federal obligations. In his message on
April 25, 1938, President Roosevelt made
a statement that seemed to be an echo
of what former Presidents and former
Secretaries of the Treasury have made.
He said, in part:

The tax exemptions through the owner-
ghip of Government securities of any kind,
Federal, State, and local have operated
against the fair or effective collection of
progressive surtaxes, Indeed, I think it is
fair to say that these exemptions have vio-

i Graves et al. v. New York ex rel. O'Keefe.
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lated the spirit of the tax law itself by ac-
tually giving a greater advantage to those
with large incomes than to those with small
incomes.

In the same message to the Congress,
he said:

I, therefore, recommend to the Congress
that effective action be promptly taken to
terminate these tax exemptions for the fu-
ture.

I think it is well that a review be made
as to how high surtaxes and tax-exempt
securities have found their way into our
fiscal system. Each was introduced with-
out any thought of the possible compli-
cations that might arise from the pres-
ence of the other. Sometimes I believe
that our highest surtax brackets are too
high, not that the tax burden of the men
of means should be materially lessened.
I have always believed in the theory that
taxes should be levied on the basis of
ability to pay. However, I also believe
that with the exceptionally high surtaxes,
capital is being diverted from productive
use and as a result the actual flow of
revenue to the Federal Government is
lessened. This, however, is not a subject
matter of debate in this bill, because we
are not legislating along that line, but
it is well that the connection between
these two phases of taxation be in our
minds in our argument for the removal of
the tax exemption.

The considerations which lead to the
grant of tax exemption to Federal secu-
rities were almost entirely fiscal. The
Treasury Department has for years, I
believe, felt that it would be a good busi-
ness policy to subject Federal issues to
Federal taxation, and I feel certain this
Congress will not hesitate to grant the
necessary authority to do this. As I see
the picture, there is no principle in-
volved. Before the adoption of the six-
teenth amendment, and its agpplication
through a series of highly progressive
income taxes, the exemption of State
securities from Federal taxation was of
small importance. So long as the rates
of taxation were uniform, the value of
an exemption depended upon the rate of
taxation, and bonds were presumably
sold at a rate which discounted that
value. The result was to grant a certain
amount of subsidy from the taxing body
to the bond-issuing body, but there was
no disturbance, and no material inter-
ference with the efficacy of the tax. As
soon as we began to apply very high
rates to the incomes of cerfain indi-
viduals, and low rates to the income of
others, we created a situation in which
the tax exemption was worth much more
to one investor than it was to another,
The market no longer could adjust itself
as to reflect at the same time the value
of the exemption to all classes of bond
buyers, and, consequently, some taxpay-
ers gained disproportionately by pur-
chasing tax exempts. At the time the
high surtax rates were embodied in the
Revenue Act of 1917 there was no per-
ception of the difficulties which might
arise from the exemption of income from
certain classes of securities.

Of course, during the course of the
first World War public attention was
focused on more important issues than
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the issue of taxation, and, coupled with
the lack of perception of the difficulties
between high surtaxes and tax-exempt
securities, nothing was done. However,
after the war, the inequality was noticed,
and it is to be regretted that 20 years
had to elapse before congressional action
was to become effective.

If arguments are needed to prove the
case against tax exemption, I would sug-
gest the following in that order of im-
portance:

First. The tax-exempt bond causes a
serious fiscal loss to the Government,
thereby increasing the burden which
must be borne by the taxable income.
Of course, the amount involved might
be a figure which could be disputed. In
the hearings on this bill Mr. Daniel W.
Bell, Under Secretary of the Treasury,
testified that this loss would amount to
between ninety and one hundred miliion
dollars annually. It can safely be as-
sumed, therefore, that by the removal
of the tax-exemption feature, the Treas-
ury would be enriched approximately
$95,000,000.

Second. The competition of tax-
exempt securities creates a scarcity of
capital, handicaps private industry, and
actually, I believe, has a depressing ef-
fect on business. I mentioned this fact
before with reference to the combination
of tax exemption and extremely high
surtaxes, in that capital was being di-
verted from profitable investment, which
in turn would employ labor.

Third. Tax exemption brings about an
undesirable distribution of investments.
In support of that statement I bring
you the words of a former distinguished
Member of the House and later a dis-
tinguished Secretary of the Treasury,
the late Hon. Ogden Mills. He said:

Today you will find a very strange tend-
ency at work. The large investor is today
buying the safe securities, and you will find
the small investor buying securities that he
ought not to touch, in many cases of the
more speculative character.

Fourth. As I stated before, tax exemp-
tion violates the ability principle of tax-
ation and is inconsistent with the pro-
gressive features of the income tax. T1f
wealthy men buy tax-free securities, they
contribute to the support of the Gov-
ernment—through a lowered yield of the
securities issued by the Government—at
about the same rate as do the less for-
tunate men who buy the same kind of
bonds. Even if the question would not
be whether tax-exempted securities
were logically inconsistent with the prin-
ciple of progression, we would still have
to determine whether in practice they
interfere seriously with the attainment
of the purposes for which progression is
intended.

Doubtless, many other arguments
could be presented, but in the main
these are the most important. Of
course, I know that there are pro-
visions in H. R. 2959 that are distaste-
ful. Naturally, I have reference to rais-
ing the debt limit of the United States
Government to the unprecedented fig-
ure of $65,000,000,000. It is distasteful
to me. I am one of those who believe
that we must not only pass another reve-
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nue bill this year but we must make it
sufficiently high and all inclusive to
take care of, if we can, the ordinary ex-
penses of government. This can be done
if we have the will to do it. This can be
accomplished if not only the proper ap-
propriating committees but every Mem-
ber of this body will do his part to cur-
tail the expenses of the Government as
far as is possible and consistent with the
proper functioning of every department
of government. The tremendous increase
in the debt limit has been brought
about—at least I want to believe it has—
by the defense effort that is now being
made by this Government. Having sup-
ported every effort along that line, I
could not with good conscience refuse to
give to the Treasury Department that
which it believes it needs.

But whatever that picture might reveal
to every Member of the House, let us not
forget the important step that is being
taken today, by including in this piece
of legislation the removal of the tax
exemption on Federal securities. [Ap-
plause.]

Mr. CROWTHER. Mr. Chairman, I
yield 10 minutes to the gentleman from
New Jersey [Mr. McLean].

Mr. McLEAN. Mr. Chairman, I re-
ceived a great compliment a few minutes
ago from the gentleman from Virginia
[Mr. RoeerTsoN] and, if I may, I would
take this opportunity for an expression
of my appreciation. It is another illustra-
tion that our political d'fferences have no
effect on our personal relations. “We
strive mightily, but eat and drink as
friends,” I reciprocate my own regard for
the gentleman from Virginia. He per-
sonifies the integrity, sound judgment,
and courtly manners traditional of his
native State. He is entitled to and enjoys
the esteem of us all.

The gentleman from Virginia, as might
be expected from one of his party, takes
occasion to chastise some of us who differ
with him on our stand on the neutrality
bill, the reciprocal trade-agreement bill,
and the lease-lend bill. It was error to
include me amongst those who opposed
the Neutrality Act, because I supported
it. I did so because I kelieved in its pur-
poses, and the legislation was properly
drafted. Although it conferred wide
powers upon the President, it established
a standard by which those powers should
be exercised.

I opposed the lease-lend bill because
it did not establish such a standard. It
conferred upon the President unlimited
powers, notably .that of legislation
through the medium of rules and regu-
lations of his own divining.

If you would know the effect of the
lease-lend bill read the debate on the
joint resolution of Congress signed by
President McKinley in 1898, Then you
will know where such legislation can lead
us. It was the forerunner of the war
with Spain. But we need have no worry
about our vote on Saturday because no-
body will recognize the lease-lend hill
when it comes back from the Senate.
You will still bave to vote on the main
issue.

I opposed the Reciprocal Trade Agree-
ment Act because it conferred upon the
President the power to make agreements
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with foreign nations without regard for
the restraints and limitations of the Con-
stitution providing that treaties with for-
eign nations should be made by and with
the advice and consent of the Senate.

Two classes of legislation have been
enacted by Congress during the admin-
istration now in power. Occasionally we
receive frank statements of the purposes
of bills presented, and they are in con-
formity with legal practices and the prec-
edents, and within our constitutional lim-
itations; but most of the measures that
have come before us have been difficult
to understand. They contained but very
little explicit language or direction as to
how the particular purposes to which
they applied should be carried out, but
they did confer upon the President ex-
emplary powers and a purpose to con-
centrate all of our governmental func-
tions—legislative, executive, and judi-
cial—in the Chief Executive.

The measure we have before us today
is no exception to that rule. It is one of
a series of bills to get the full meaning
of which one must go back to the revenue
acts passed in 1940. The act of June
1940 increased the debt limit to $49,000,-
000,000, and provided for increased taxes.
The act of August 1940 was calculated to
prevent profiteering in war contracts at
the same time raising revenue was not
overlooked. Both of these measures were
emphasized as measures to provide reve-
nue for the national-defense program.
Now comes the pending measure and we
are told that the particular reason that
it should be passed at this time is be-
cause there are Government obligations
to be met on the 15th of March of $1,250,-
000,000, and that unless it is passed the
Government will be unable to meet its
maturing obligations on that date. That
could have been arranged last June—cer=-
tainly in August—when other measures
were pending.

The Secretary of the Treasury ap-
peared before the Ways and Means Com-
mittee no longer ago than last June, and
at that time represented that a $4,000,-
000,000 increase in the debt limit would
be sufficient for all ordinary purposes.
It now appears it was all he thought he
could get at that time. He must have
known then that there was $1,250,000.000
of Government obligations coming due in
March of this year, and that a greater
increase in the debt limit was necessary,
and I charge that he did know. But he
also knew that not far distant was a
national election and it would be unwise
to stress the condition of the Treasury—
that the borrowing capacity was about
exhausted and the cash balance seriously
depleted.

He also knew that these were the re-
sults of the extravagances of the pre-
ceding 8 years. He had advised the
Committee on Appropriations several
months before that the condition of the
Treasury was such that it was necessary
to increase the debt limit to enable the
Treasury to borrow necessary funds for
ordinary needs.

It was not intended to impose any new
taxes during the summer of 1940. It was
planned to make ordinary receipts and
available borrowing capacity provide for
all purposes until the next session of
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Congress in January. That would carry
over until after election the increase of
the debt limit and the revision of the tax
structure, but on May 16 the President
personally appeared before the Congress
and set forth the emergency program for
national defense. He appealed for im-
mediate emergency appropriations. It
was a popular appeal. This gave the
Treasury a way out, and steps were im-
mediately taken resulting in the enact-
ment of the Revenue Act of 1940.

It was emphasized that the Revenue
Act of 1940 was to provide for the ex-
traordinary expenses of national defense.
The debt limit was increased to authorize
the issue of national-defense securities.
The securities issued and the revenue
collected were to be earmarked for na-
tional defense. The plan was to finance
the national-defense program on a pay-
as-you-go basis. The idea was sound
and met with approval.

Now, it is proposed to break down
the partition between the borrowing ca-
pacity authorized to cover ordinary
needs and that which was authorized
for national-defense purposes. As 1
have said, when the revenue bill of last
June was before us we were told it was
for the purpose of providing for the ex-
traordinary expenses of national defense;
that all of the money raised by the taxes
imposed at that time would go to meet
the obligations of the national-defense
securities issued under that authoriza-
tion. It gradually came out that only
a portion of those taxes were intended
to go to the payment of national-defense
securities. The Secretary of the Treas-
ury himself stated that those taxes were
mostly for national defense, The word
“mostly” was spoken softly. The em-
phasis was on national defense. Now,
we propose on recommendation of the
Secretary of the Treasury to break down
the partition which would protect some
of our income for the national-defense
program and which will result in throw-
ing all income, national-defense income
as well as ordinary income, into one pot,
so that the money can all be used to
meet the obligations of the Federal Gov-
ernment. The program of earmarking is
to be abandoned for one of hotchpot.

We seem to be proceeding in an at-
mosphere of deception. When asked
the other day why it was that in June
he only asked for an increase of $4,-
000,000,000 in the debt limit, the Secre-
tary of the Treasury answered through
one of his assistants, “Well, that was all
we thought we could get at that time.”

The country is led to believe that all
of this refinancing, all of these additional
taxes, are necessary as the result of the
national-defense program. The truth is
that the borrowing capacity of the Gov-
ernment was exhausted, the Treasury was
depleted before we were confronted with
the national-defense program, and addi-
tional taxes and increased borrowing
capacity were needed to meet the ordi-
nary expenditures of the Government.
‘We now propose to increase the borrow-
ing capacity to $65,000,000,000. This will
not be sufficient if we start a constant
stream of munitions of war to England
the moment the lend-lease bill is enacted
into law. We will be called upon then to

. pay.
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increase our debt limit again and we will
be called upon to provide additional
taxes. This bill is only a makeshift to
enable the Treasury to refund its obliga-
tions due in March.

We are told that a revision of the tax
laws, which will anticipate increasing
taxes and otherwise altering the revenue
laws, will be considered later on, and
there is strong indication that changes
in the excess profits tax law will be rec-
ommended. We are only waiting for the
great American payday of March 15 be-
fore these matters will be given attention.
By that time it will be known what reve-
nue can be expected from income taxes.
So we need have little concern over the
effect of the pending measure. It will
probably be all altered and changed soon
?fger March 15. Then will come the real

0.
[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I
yield 15 minutes to the gentleman from
Texas [Mr. PATMAN].

GOVERNMENT SHOULD NOT PAY TRIBUTE TO FEW
FOR USE OF ITS OWN. CREDIT

" Mr. PATMAN. Mr. Chairman, if it is
necessary to raise this money through
the issuance of bonds, and if we do not
change our present system it will be nec-
essary, I shall be very glad to support this
bill. We should pay our debts. If we
promise to pay with interest we should
I do not dispute the claim that
if we borrowed money from a foreign
country, as we were compelled to do
as a young nation, it was right and
logical and reasonable to pay that for-
eign country interest; but it was never
intended, Mr. Chairman, and I say this
with all the earnestness and sincerity
that I possess, that our great National
Government should pay interest or trib-
ute to a few for the purpose of using
the Government’s own credit.

INTEREST BEARING VERSUS NONINTEREST
. BEARING

Let me reduce that to a concrete illus-
tration so that no one can fail to under-
stand what I mean. The Bureau of
Engraving and Printing here at Wash-
ington is under the jurisdiction and
control of the Secretary of the Treas-
ury. The Secretary of the Treasury has
printed at his discretion what are known
as Federal Reserve notes. The Federal
Reserve note is the money that you use
every day. It is known as a green-
back. It is an obligation of the Gov-
ernment to pay the amount stated on
that greenback.

The Secretary of the Treasury also
has printed what are known as United
States Government obligations, bonds or
securities, which provide on their face
for a rate of interest to be paid by our
Government, and at the end they have
coupons to be clipped every 6 months
or every year to be turned in to the banks
and payment to be made.

We will take as an example $1,000,000
worth of each, $1,000,000 worth of Fed-
eral Reserves notes printed at the Bureau
of Engraving and Printing and sent to
the Treasury Building down here in
Washington at Fifteenth and Pennsyl-
vania Avenue, and $1,000,000 worth of
United States Government bonds such as
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I have described, based upon the same
security as the Federal Reserve notes,
which are printed and sent down to the
United States Treasury Building at Fif-
teenth and Pennsylvania Avenue—the
same place. There are two millions.
One is a noninteresting-bearing security,
the other is an interest-bearing security.
Let us trace this $2,000,000.

The $1,000,000 in Government bonds,
which bear interest, are sold to a Wash-
ington bank, we will say at Eighth and
Pennsylvania Avenue here in Washing-
ton. The $1,000,000 worth of Govern-
ment bonds are delivered to that bank.
The money is created by the bank to buy
the bonds. Then Mr. Morgenthau, at the
request of the Federal Reserve Board,
sends $1,000,000 worth of Federal Re-
serve notes over to the Federal Reserve
Board here in Washington, D. C., on
Twentieth and Constitution Avenue.
How much does Mr, Morgenthau get for
these notes? He receives on an average
of 30 cents per $1,000. They are obliga-
tions of the United States the same as the
bonds. The Federal Reserve Board over
at Twentieth and Constitution buys the
$1,000,000 in bonds at the bank down at
Eighth and Pennsylvania with the $1,000,-
000 in Federal Reserve notes that have
cost them 30 cents per $1,000. The net
result is that the Federal Reserve Board,
the head of a private banking system—
not one dime of Federal Reserve banking
stock is owned by anyone except the pri-
vate banks—has used our credit abso-
lutely free and bought some interest-
bearing obligations and placed them in
their lock boxes at Twentieth and Con-
stitution Avenue.

These bonds, we will say, provide 215~
percent interest, so every year the United
States Treasury will pay $25,000 to the
Federal Reserve Board down at Twen-
tieth and Constitution as interest on the
bonds. What service do they render for
it? Absolutely no service; no service at
all. Can anybody answer that? Can you
say that is fair? Can you say that it is
reasonable, that it is right? If you owed
$3,000 on your house and you gave a
friend $3,000 to pay off that mort-
gage, and he took the money and paid
it on the mortgage but kept the mortgage
and continued to charge you 6-percent
interest, or whatever it was, on that
mortgage, although you had paid it,
would you be willing to pay that interest?
Of course you would not. Why should
you ask your Government to continue to
pay interest on these bonds that have
already been purchased by non-interest-
bearing obligations? The commercial
banks now hold $20,000,000,000 in Gov-
ernment securities that were purchased
with created money—created by their
own bookkeeping operations. In addi-
tion, the Federal Reserve System have
purchased $2,500,000,000 in the same way.
We continue to pay interest on the bonds,
although the bonds were purchased with
another Government obligation, The
Government furnishes the money free to
buy the interest-bearing obligations and
then continues to pay interest for 20
years, or until maturity, on the bonds so
purchased. Does it make sense? It does
not,
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If I am wrong about that, Thomas Jef-
ferson was wrong, Thomas A, Edison was
wrong, Abraham Lincoln was wrong, and
Andrew Jackson was wrong. It was
never intended that our Government
should pay interest upon its obligations.

ONE HUNDRED AND THIRTY BILLION DOLLARS WILL
BE REQUIRED TO FAY THE $65,000,000,000

This bill does not mean just $65,000,-
000,000. Of course, if we promise to pay
we should pay. It means $130,000,000,-
000. With long-term bonds, it takes
twice as much money to pay them as the
principal, because you pay as much in
interest as you pay in principal. There-
fore, this bill is a $130,000,000,000 bill.
If it is necessary, well and good, but if
it is not necessary, let us save the people
that money. Let us now commence a
policy which will lead to the eventual
retirement of the national debt, and
save this tribute that we are paying to
a few for the use of our own credit.
We can do it. I went before the com-
mittee and I hope you will read my
testimony that appeared in last Satur-
day’s REcorn—February 8, 1941—in sup-
port of the contention that the Federal
Reserve Board can issue this credit di-
rectly as it is needed without cost to the
Government. There will be no more in-
flation or expansion that way than if
you issued Government interest-bearing
bonds and sold them.

Mr. GIFFORD. Mr. Chairman, will
the gentleman yield?

Mr. PATMAN. Not now.

Mr. GIFFORD. I would like to help
the gentleman.

Mr. PATMAN. I have only a very
short time. If the gentleman will get
those in charge of the time over there on
his side to yield me a little time, I will
yield him just as long as they give me
time.

Mr. GIFFORD. I read the gentle-
man’s speech very carefully.

Mr. PATMAN. I just do not have
time, I am sorry. If the gentleman will
get me a little time, I will yield just as
long as the time lasts.

Mr. GIFFORD. 1 will get some time
myself.

Mr. PATMAN. The Federal Reserve
Board can issue this credit and no one
claims it is inflationary. Ordinarily the
opponents of any change just put one
off by saying, “Oh, that is printing-press
money, that is fiat money, that is green-
backs, that is rubber dollars, that is
baloney dollars,” or something like that.
The ordinary person who is timid will
just shrink from it. He will say, “That
is sufficient, I am not going to get into
that question. That is controversial. I
am going to let that question lie.” But
I have never known a person yet to study
this question through and not be con-
vinced of exactly what I am saying, that
it is not right to let private corporations
use our Government credit absolutely
free for the purpose of issuing money
and charging our own Government, as
well as others, for the use of that money.

I believe I shall discuss the bill a little,
because my time is slipping away from
me.
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Some protection should be given to
those who will buy the baby bonds that
are to be issued under this bill. After
the World War people who had pur-
chased bonds had a great loss. They
had gone into debt to buy them from the
local banks, and were compelled to sell
them for as low as 85 and 80 cents on
the dollar. They had no supporf, no
protection. TUnder existing law, the
banks have $20,000,000,000 in Govern-
ment bonds created out of thin air, with
just a bookkeeping transaction. No one
can deny that. They absolutely created
money to buy them. However, they can
get new money on them, based upon face
value, any time they want it. They have
a floor on the price of those bonds. So
why should we not protect these little
purchasers the same way, and fix it so
that they will be protected and will not
have the losses they had after the war
of 1917 and 1918?

Now I come down to what I consider
one of the most important parts of this
bill, not because it means so much in
dollars and cents now as for the prece-
dent it is intended to set. That is taxing
Government securities, nontaxable bonds.
It sounds good. It is one of the finest
phrases you can use. If a full program
were presented, to tax all nontaxable
bonds, with a provisions that certain cit-
ies where the owners reside could not
make the rest of the country pay their
taxes, I would probably vote for it if it
was presented in such a form as to be
in the public interest. You will always
get a good hand on “tax those govern-
ments; let us remove this preferred
class.” But who is the preferred class
of Government bondholders? Have you
had a letter or a postal card or a tele-
gram from one of them asking you to be
against this? No; they are the one who
built up the sentiment for the bonds to
be taxed. They want it done. I want
to show you the Negro in that woodpile
as to why they want this done. There is
a good reason why they want it done.

In this provision here arrangements
are made to tax the Federal issues that
are issues subsequently for Federal in-
come taxes only, not State income taxes,
just Federal income taxes. It is estimated
that when the whole $65,000,000,000 in
tax-exempt bonds are refunded and
others paid out in the way of taxable
bonds, that we will raise annually the
enormous sum of $90,000,000 or $95,000,-
000 in taxes.

How much is that? That means if you
hold $20,000 worth of bonds and you are
getting 3 percent interest, you will pay
the enormous sum of $1 on the $600
you collect in interest that year. It will
cost the Government several hundred
million dollars annually in extra interest
to be able to collect less than $100,000,-
000. That is not hurting them. That is
just slapping them on the wrist with a
velvet hammer, That is not doing any
good, and that is not the object. The
object is to set a precedent as a forerun-
ner to taxing State, county, and political
subdivision bonds. That is the object.
The ones who appeared before the com-
mittee for the Treasury admitted that
was the object.
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HIGHER INTEREST 1S DESIRED BY THIS PROVISION

So if you vote for this be ready to vote
to tax your own bonds of your own
county, city, and State; and what will
that lead to? It leads to higher interest.
That is the object of it—higher interest.
They do not like this low inferest we have
enjoyed the past few years. The farm-
ers have been getting their money too
cheap, they say. They also contend the
R. E. A. has been doing too well. Interest
rates have been too low, and we want to
harden those rates; we want to increase
them, and the best way is to raise them.
You can trace back over a period of years
and you will discover there is a defi-
nite spread between what the Gov-
ernment pays for its money and what the
home owner pays; what the automobile
purchaser pays who buys on the install-
ment plan; and what every bank, corpo-
ration, insurance company, and every
individual pays. So when you do any-
thing to raise interest rates on Govern-
ment, State, county, political subdivision
bonds, you are raising not just the in-
terest on them; you are raising the whole
interest structure. That is the reason
you have not received one word of kick or
condemnation from the people who are
referred to as the preferred class here
who would be supposedly harmed. They
will not be harmed. They will be
helped. While they do make certain
loans to the Government in a very small
amount, they will get the increased in-
terest rate to take care of the small
taxes to be paid and then from the other
loans they make they will reap a big
profit. This provision is intended for
the purpose of increasing and hardening
interest rates.

May I invite your attention to a phrase
in this bill that would ordinarily, possibly,
escape your attention. It says, referring
to the Federal securities to be taxable
hereafter:

Issued on or after the effective date of this
act by the United States or any agency or in-
strumentality thereof.

Let us analyze this phrase. Does this
mean that the Federal Reserve banks will
be taxed? Not a penny. They do not
pay any taxes. They just pay taxes on the
real estate they own and that is all the
taxes they pay. Will they be in this hill?
No; they will continue to issue our money
free, by paying 30 cents for printing every
$1,000, and pay no tax at all; but it means
that your R. E, A, will be taxed. When
it is carried to its logical conclusion, and
your city must pay taxes on its bonds,
and if you have a public improvement you
want to make, the bonds will be taxable
and you will have to pay a higher interest
rate. Then when the R. F. C. lets you
have the money on those bonds, the
R. F. C. must issue and sell bonds and the
R. F. C. will have to pay taxes on those
bonds. So your city will be hit in two
ways and sometimes there will be more
ways than that. This gesture toward
taxation of Federal securities is feeble,
but will be sufficient to use as a precedent
for some bad legislation in the future.

Mr. BOEHNE. Mr. Chairman, will the
gentleman yield?

Mr. PATMAN. Furthermore, let us
see who will be taxed under this, Not
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the Federal Reserve banks; no, they are
not touched, side, edge or bottom, but the
Farm Credit Administration will be taxed
and they will have to pay more and that
means your farmers will have to pay more.
Your Disaster Loan Corporation will have
to pay more. Your Rural Electrification
Administration, your Electric Home and
Farm Authority, and your Federal Inter-
mediate Credit Bank and your Recon-
struction Finance Corporation, Federal
Home Loan Bank Board, Mortgage Credit
Corporation, and the Production Credit
Associations, every one of them will have
to pay more interest. This will increase
the cost of living on more people at one
time than any other bill that has been
passed by an American Congress.

[Here the gavel fell.]

Mr. CROWTHER. Mr. Chairman, I
yield 5 minutes to the gentleman from
Massachusetts [Mr. GIFFORD].

Mr. GIFFORD. Mr. Chairman, often
we are entertained by this newly dis-
covered doctrine advocated by the gen-
tleman from Texas [Mr. Parman]. He
states that ail who study this problem
helieve in it. Often has he quoted Mr.
Edison. I do not recall anyone else, but
I would like to have him quote one econ-
omist of reputation who would agree with
the proposition propounded by the gen-
tleman from Texas. Would it not be in-
deed revolutionary for the Government
to print bonds and have money issued
against them without the payment of
any interest? Even Jesse Jones could
then say to the lending institutions as
he does now, “If you charge too high
interest the R. F. C. will take it at a lower
rate.” If money cost him nothing he
could quote a fraction of 1 percent and
make money, I have marked up the
gentleman’s testimony before the com-
mittee very carefully, and I always try
to give him real attention. The chair-
man questioned him carefully and asked
him why he did not recommend creating
enough such money to take up the
whole $48,000,000,000. He answered that
we should feel our way gradually, or words
to that effect. Pat called, “Those are live
wires, Mike, be careful!” “¥Yes,” said
Mike, “I feel of them very carefully
before I-take hold of them.” I think
you would only have to feel of this
charged-wire proposition to find that
you had felt of something pretty hot, and
it would ke just as dangerous as if you had
taken hold of it. I know there is some
sympathy wit1 this new notion, because
some people think that the Government.
ought to get its money for nothing; just
printed, whether by the bond route or
the greenback route.

The gentleman complains because the
banks may get some benefit. The banks
have my money and they have your
money in demand deposits and they have
it for nothing, and they loan perhaps
at from 4 to 6 percent. Dreadful, is it
not? What are banks for? But the
Government should not pay interest. To
me a ridiculous idea, when Government
already is competing with private busi-
ness on a large scale. After the Civil
War the Government offered induce-
ment to banks to issue greenbacks for
needed currency requirements. We were
rather proud to have money carrying the
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name of our local bank, but we could
not induce the banks to issue much over
$800,000,000. They did not seem to avail
themselves of this apparent benefit. The
Federal Reserve bank is not so completely
a - private institution, as the gentleman
would like to have you think. It is fully
controlled by the President of the United
States through his appointees on the
Board. The gentleman himself does not
approve of the personnel now in charge,
although they are appointed by the Ex-
ecutive. He does not apparently approve
of Mr. Eccles. In order to have the kind
of a Board that he would like to have,
the gentleman would have to appoint the
Board himself.

Mr. PATMAN. Mr, Chairman, will the
gentleman yield?

Mr. GIFFORD. No. The gentleman
would not yield to me, and he had 15 min-
utes and I have only 5 minutes. How-
ever, 5 minutes ought to be enough any-
way to dispose of this matter. If the
gentleman could name one economist who
would approve of his plan, I might be in-
clined to look at it a little more kindly.
The gentleman from Missouri [Mr. WiL-
L1ams] will soon make a speech, and there
will not be a leg left for the gentleman
from Texas to stand on. When the gen-
tleman from Texas attacked the Federal
Reserve Board a year ago, the gentle-
man from Missouri [Mr. WiLriams] took
the floor a little later and, without notes,
made a notable speech of perhaps 30
minutes. If was so devastating that since
that for some time we heard but little
criticism of the Federal Reserve Board.
This heresy will be shown in its posi-
tively dangerous aspects. Do not let the
gentleman mislead you. But the very
avoirdupois of his argument is so impres-
sive that one is apt to be intrigued with
it, and we should not be too easily led
to believe in such sudden revolutionary
suggestions.

The CHAIRMAN. The time of the
gentleman from Massachusetts has ex-
pired.

Mr. DOUGHTON. Mr. Chairman, we
have only one more speaker on this side.

Mr. CROWTHER. Mr. Chairman, I
vield 10 minutes to the gentleman from
Michigan [Mr. ENceL].

Mr. ENGEL. Mr, Chairman, I want
to discuss this bill this afternoon from
a point of view of my State and district.
I want fo show, if I ean, just what a
$65,000,000,000 national debt will mean
to the State of Michigan and to the
Ninth Congressional District, which I
represent. Some years ago I heard a
Jecture on taxation. The lecturer had
on the platform a pair of overalls and a
gingham dress with a patch on the over-
alls and on the gingham dress represent-
ing each tax, direet and indirect, which
was reflected in the cost of each article
with the name of the tax on the patch.
There were 47 patches on the overalls
and 43 on the gingham dress.

Using President Roosevelt’s oft-quoted
phrase, taken from a speech he delivered
in Pittsburgh in October 1932:

Taxes are paid in the sweat of every man
who labors. If excessive, they are reflected
in idle farms, tax-sold homes, and in hordes
of hungry walking the streets and looking
for work in vain.,
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I realize how futile it is to try to talk
economy when we are spending billions
upon billions of dollars. I realize how
useless it is to try to get anyone to cut
appropriations when the attention of the
public is on national defense and on the
war in Europe,

I am one of those old-fashioned people
who still believe that our national credit
is something we should preserve; that
we cannot keep on spending more than
we take in year after year and not ulti-
mately find ourselves in financial diffi-
culties. And, above all, I am one of those
who believe that our national credit is in
the final analysis our first line of de-
fense.

I have computed the share of this na-
tional debt of my State and my district
upon & per capita basis. I have also
computed the share that the State of
Michigan and the 11 counties of my con-
gressional district must ultimately pay,
not only of the principal of the debt but
of the annual interest-carrying charges
thereto. I am taking the position that
the 11 counties in my district and the
remaining 3,004 counties that go to make
up the United States must ultimately
pay every dollar not only of the debt but
of the interest and carrying charges that
will be levied in the years to come. The
per capita rate of the debt, using the
1940 census figures, is $493 for every man,
woman, and child in America. This
means that the father of a family of five
must pay $2,465 and the interest-carry-
ing charges thereon. This sum is a first
lien on every dollar he earns. If he has
any property it is a first mortgage on
every dollar’s worth of property he owns.
It represents 50 percent of the amount
a $5,000 home would cost him. If any-
one thinks that the 3,015 counties that
make up the United States will not pay
this debt and the interest-carrying
charge, or if he thinks that the consumer
will not pay, I would like to have him
give me a better way than the way in
which I think it will be paid. Using the
1940 census figures, Michigan’s share of
a national debt of $65,000,000,000 will
be $2,691,260,000. The share of the
Ninth Congressional District, which I
have the honor to represeni, will be
$116,872,000. The Secretary of the
Treasury stated, on page 15 of the Treas-
ury hearings, which will be out in a day
or two, that the average rate of interest
paid by the Government on the national
debt during the month of November
1940 was 2.588 percent. Assuming that
the interest rate will remain the same
and not go up, this means that the tax-
payers of America will have to pay on
this $65,000,000,000 debt each year an
interest-carrying charge of $1,682,200,-
000, or $12.75 for every man, woman, and
child in America,

Michigan will have to pay each year as
her share of this interest over $67,000,000,
while the Ninth Congressional District’s
share will be exactly $3,000,000 each year.
This does not include the principal but
only it’s share of the interest. I am
placing into the Recorp a table giving the
names of each of the 11 counties and 6
of the largest cities in my district show-
ing the population of each county or city
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and the amount that each county or city
will have to pay as its share of the na-
tional debt, if it is ever paid, and its
share of the interest-carrying charges.
These figures are rather amazing. Lake
County in my district has 4,798 people.
Its share of the $65,000,700,000 debt will
be $2,365414. The amount of annual
interest-carrying charges which its peo-
ple will have to pay is $61,215. Muskegon
County the largest county in my district
has a population of 94,501 people. That
county’s share of the $65,000,000,000 debt
will be $46,588,993. Its annual share of
the interest-carrying charge will be
$1,205,697.

Again let me impress upon you the
fact that if the people in these 11 coun-
ties and in the remaining 3,004 counties
that make up the United States of Amer-
ica will not pay this debt and the inter-
est charge, just who is going to pay it?
This money will be collected from cor-
porations hig and small, partnerships and
individuals. It will be »aid in the form
of income taxes, corporation taxes, cus-
toms, and what not, but always finding
its way down to the little fellow who will
have to earn every dollar of it. Again
using the President’s phrase, “Taxes are
paid in the sweat of every man who
labors.”

I realize the fact that we have to have
national defense. It is too late now, al-
though I have talked time and time
again about the necessity for economy, of
trying to conserve our resources. I am
not here with any idea of preaching a
sermon using the topic, “I told you so,”
but I am hoping that this little talk will
impress upon every Member of this House
and upon everyone who reads it the
necessity of cutting from our nonmilitary
budget every dollar that we can; of try-
ing to eliminate from that nonmilitary
budget every item we can reasonably
eliminate and above all T want to impress
you with the necessity of eliminating the
tremendous waste and extravagance
that we now have in the expenditure
of our national-defense money. I am
hoping that we can get somewhere near
a dollar’s worth of value for every dollar
we spend for national defense.

In closing may I point out again the
viciousness of a system of making lump-
sum appropriations and of Ilump-sum
debt increases. To turn over hundreds of
millions of dollars to departments in
lump sums to do with as they see fit
means extravagance and waste that is
inexcusable. To increase our national
debt limit by a lump sum of $16,000,000,-
000 at one time can only result in further
extravagance and waste. I have repeat-
edly stated on the floor of the House and
I personally feel that Congress should
increase the debt limit only to the extent
made necessary by the appropriations
each year; that Congress should only
permit increases in the debt limit each
year to the extent made necessary by the
differential between the revenues and the
proposed expenditures. That is how you
would do it in your own business and
that is how you should do it in the Gov-
ernment’s business. Some day we are
going to realize that the solution of our
problem can only come when we have
adopted the old saying, “More business
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in government and less government in
business.” [Applause.]

What a $65,000,000,000 debt will mean to the
Ninth Congressional District of Michigan
COUNTIES
11940 eensus figures are used)

Popu- 8hare of | Annual

lation national | share of

debt | interest

, 800/ $3, 845, 400 99, 519

390(11, 531, 270 .:98.420

4,?98 2.365.414 61, 215

Teels 8,436/ 4, 158, 948/ 107, 633

Manist 18, 450| 9, 085, 850| 235, 141

Mamon . ettt -| 18,378| 0, 553, 354| 247, 240

Missaukee 8,034| & 961, 762] 102, 530

Muskegon............ -| 94, 50146, 588, 0931, 205, 607

OWAYEO. .- 19, 286| €, 507, 998| 246, 067

ceana. . .N 812| 7, 8(!2.316 188, 984

Wex(ord. oommeee. i l?, 976| 0,862, 160| 253, 233

CITIES

Cadi_llnc .................... | 9,855/¢84, 858, 515( $125 738

8, 701| 4,280 503) 111,015

mﬂﬂgfﬂ oy 7 8, 604 4,286, 142 110,925
uskegon. _

Muskegon Tiaights. 16,047 |7 744(36, 365,702 050,887

Traverse City..............| 14,458) 7,127, 794| 184,357

The CHAIRMAN. The gentleman

from Michigan yields back 3 minutes.

Mr. CROWTHER. Mr. Chairman, I
yield 5 minutes to the gentleman from
Illinois [Mr. DEwWEY].

Mr, DEWEY. Mr, Chairman, I apolo-
gize to the House for again occupying the
floor. As a new Member of Congress I
would not presume to do so were it not
that this particular bill pertains to a
matter of much concern to the people I
represent and relates to a subject with
which I have had some first-hand ex-
periences while in the Treasury Depart-
ment.

The existing debt limitation is $45,000,-
000,000, with a special authorization of
$4,000,000,000 additional for defense pur-
poses, making a total of $49,000,000,000.
This bill proposes to raise that debt au-
thorization to $65,000,000,000. It is an
astronomical sum,

Frankly, my fellow citizens back in
Illinois, some of whom I have the honor
to represent, will be asking in no uncer-
tain terms to what extent extravagance
in government will go. These people in
1938 paid $498,000,000 in internal-reve-
nue taxes—the second largest amount
paid by any State in the Union. They
will demand an accounting of us, their
Representatives, both Republicans and
Democrats. The same question will be
asked in other States.

I am astounded that the Congress is
being asked to authorize this additional
$16,000,000,000 of borrowing power. Itis
extremely unwise. It is wholly unneces-
sary. This bill demonstrates the loose
thinking that has characterized our fiscal
policy for the last several years,

As I understand it, the estimate of total
receipts for the fiscal year 1942 is $9,000,-
000,000. This, I think, is conservative, in
view of rapidly expanding business, and
especially in view of the fact that it does
not take into account any increase in
taxes. But let us not quarrel about the
receipts for 1942 and accept the $9,000,-
000,000 figure.

The expected debt by June 30, 1941, is
$49,100,000,000. That seems to be a rea-
sonable estimate. If the $16,000,000,000
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additional debt is authorized and we add
to that the $9,000,000,000 of expected rev-
enue, we must conclude that the expected
expenditures for the fiscal year 1942 will
be $25,000,000,000. That just does not
make sense—$70,000,000 every day in the
year.

And may I say that I believe this ex-
pectation can be accepted, because in the
majority report the following is stated:

It is believed that this increased limitation
will amply cover the Treasury’s present antici-
pated financing requirements for the current
and ensuing fiscal year.

Do you realize what $25,000,000,000 ex-
penditure in this pericd would mean? It
would mean $70,000,000 every day of the
week, including Sundays.

It is fantastic to imagine our Govern-
ment spending $25,000,000,000 in a year.
It is an amazing amount. During the
peak—the peak of borrowing in the 2 war
years 1918 and 1919—the total increase of
debt was but $22,000,000,000. There
should at least be a clearer indication of
the necessity and purposes of such an
expenditure. The Budget estimates call
for an expenditure of $18,000,000,000.
Are we to assume that the $7,000,000,000
extra is merely for the “petty cash”
account?

There is more to this picture. It must
be kept in mind that in addition to the
$25,000,000,000 there is something like
$1,800,000,000 of unpledged gold in the
stabilization fund, which can be lent on
foreign account. If the President would
monetize the silver bullion now in our
possession, there would be an additional
$1,200,000,000 for expenditure. He also
has the power to issue $3,000,000,000 of
greenbacks. And, moreover, there is the
enormous unused borrowing powers of
the Reconstruction Finance Corporation
which do not enter into the total public
debt, but, in reality, represent a national
obligation.

Supplementing these direct expendi-
ture possibilities is the use of the re-
sources of Government corporations,
which can be expanded indefinitely, The
Defense Plant Corporation and Metals
Reserve Corporation, for instance, were
organized by the Reconstruction Finance
Corporation and are making expendi-
tures which do not come within the debt
limit. How many in Congress know what
they are?

It is time we call a halt to these loose
financing policies. We are pursuing an
inflationary course, The insurance poli-
cies, the small savings, and the wages of
the people we represent are involved in
this bill. When inflation comes, as it is
certain to come under such loose fiscal
policies, it always falls on the poor first
and the hardest.

I am opposed to this bill because the
sum requested is simply fantastic. Ican-
not imagine the Secretary of the Treasury
asking for a debt-limit authorization to
be increased many billions of dollars more
than possibly can be necessary., If we
must increase the debt limitation, let it
be no more than is actually shown to be
essential, bearing in mind the spending
powers already in the hands of the execu-
tive branch of the Government, inde-
pendent of the debt limit. [Applause.]
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Mr. CROWTHER. Mr. Chairman, I
yield 5 minutes to the gentleman from
New York [Mr. REED],

Mr. REED of New York. Mr. Chair-
man, it was not my intention to take
the floor at all today on this bill. You
have all seen me take the floor and
heard me discuss this question of the
national debt on many occasions.

I view with the utmost alarm the ra-
pidity with which this national debt has
been increased. I think in terms of
64,000,000 insurance policyholders in
this country who are loaded down with
Government borrowing now because
their companies are carrying a very
large part of the national debt. I am
thinking of the securities of the deposi-
tors in our banks, because the banks are
carrying some $19,000,000,000 of this
debt. Strange to say, there is some-
thing about the word “billion” that
makes no impression whatever upon
the public mind. It is simply beyond
the comprehension not only of the aver-
age citizen, but of the financial experts
to furnish any yardstick by which the
people can see the extent to which their
savings and the protection of their
social gains are being whittled away
and destroyed by the magic but incom-
prehensible meaning of the word
“billion.”

Most of this debt was created not
during a time of war but during a time
of peace, during a time when other
countries had come back to a period of
prosperity and were reducing their ob-
ligations and underwriting the safety of
their citizens.

It seems to me the Secretary of the
Treasury made a most significant state-
ment before our committee, and I want
to read you one paragraph. He said:

One step which the Government should
take is economy in Federal expenditures.
I believe therefore that all Federal non-
defense expenditures should be re-examined
with a magnifying glass to make certain
that no more funds are granted than are
absolutely essential to existing circum-
stances.

I am one of those who believe the Sec-
retary of the Treasury is thoroughly
alarmed over the situation in which he
finds himself. I believe he has been
driven on by forces more or less out of his
own personal control and that he feels
the responsibility. He mentioned the
fact in the examination, that it was caus-
ing him sleepless nights, and I am sure
this must be true for I notice that follow-
ing the hearings he went to the West for
a rest and vacation,

I believe that $16,000,000,000 increase
all at one time never should be permitted
by this House. That is not the way they
are operating in Great Britain even in
wartime. I was looking at The Econo-
mist, an English magazine published as
recently as November 30, 1940. Down to
this minute there is not a single item of
expense of any department of the Eng-
lish Government that is not tested by a
clese examination on the floor of Parlia-
ment. Every minister has to come before
the Parliament and explain in detail why
he is asking for the money and what he is
going to.do with the money. Under the
British system of government the minis-
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ters are selected from the Parliament,
whereas in our own country the Cabinet
officers, those corresponding to ministers
in England, the heads of the Department
of the Treasury, Secretary of War, and
various other departments of this Gov-
ernment, are selected by the Executive
himself and are under the control of the
Executive. This is all the more reason
why this Congress should examine in
great detail every item in respect to ex-
penditures made by the Government to
the end that Congress and the people may
know just where and for what purpose
tax money is being used.

The Secretary of the Treasury says he
is not responsible for this figure of $16,-
000,000,000 at this time. He stated that
he was called before the Democratic
leaders of the House and Senate, or he
appeared before them, and those leaders
were the ones who fixed the amount of
$16,000,000,000. What then may be ex-
pected after the boondoggling program of
the last 8 years. Is it to be bhillions
for boondoggling and only a few million
for national defense?

Mr. CROWTHER. Mr. Chairman, I
yield 5 minutes to the gentleman from
Pennsylvania [Mr. Ricual. -

Mr. RICH. Mr. Chairman, it seems
we are not giving the attention to this
very important matter that we should
give, because when you look around you
will see only a few Members on the floor
of the House.

I cannot help but give serious thought
to increasing the national debt from
forty to forty-five billion dollars, then
from forty-five to forty-nine hillion dol-
lars, and now it is about to take a jump
to $65,000,000,000. The difference be-
tween forty-nine and sixty-five billion
dollars is $16,000,000,000, but we will give
credit to the chairman of the Committee
on Ways and Means, who says it is actu-
ally only an increase of $11,700,000,000
because of changes in the law. Now, Mr.
Chairman, that is an enormous sum of
money. Where are you going to get the
money? I do not know whether the
Democrats of the committee recommend
this increase or are apologizing for hav-
ing to do so. We know the trouble is the
New Deal squandering, the New Deal
waste, the New Deal inefficiency. Now
they want to lay it to national defense.
Why did you go in the red the past 8
years over $27,000,000,000?

NATIONAL-DEFENSE BUNCO FOR NEW DEAL WASTE

Every member of the committee wants
a limit on the national debt, but let me
call attention to the statement made by
the President in his Budget message, as
follows. I quote:

Borrowing is not hazardous as long as it is
daccompanied by tax measures which assure
a sufficient tax yield in the future. This
raises the question of the debt limit. The
Congress, by making appropriations and levy-
ing taxes, in fact controls the size of the debt,
regardless of the existence of a statutory debt
limit. If the Congress, subsequent to the
establishment of a statutory debt limit, makes
appropriations and authorizations which re-
quire borrowing in excess of that limit, it
has, in effect, rendered that prior limit null
and void. In the first 130 years of our na-
tional life the Congress controlled the debt
succeessfully without requiring such a limit.
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In view of these facts, I question the signifi-
cance of a statutory debt limit, except as it
serves as a fiscal monitor.

The President does not believe in any
debt limit. If Congress were not to re-
strict that man the sky would be the limit
for him. He does not know anything
about the judicious expenditure of money
at all. He is the most ruthless spender
of money the world has ever seen. No-
body has ever approached him in squan-
dering the taxpayers’ money. The inter-
est now on the national debt is $1,250,-
000,000.

Let me read you what he thinks about
debts. He stated further in this Budget
message, and I quote:

I understand the concern of those who are
disturbed by the growth of the Federal debt.
Yet the main fiscal problem is not the rise of
the debt, but the rise of debt charges in rela-
tion to the development of our resources.

HE IS NOT WORRIED ABOUT THE NATIONAL DEET

Mr. Chairman, a certain individual
stated that we think in terms of dollars,
or that the American people only think in
terms of dollars. I do not believe that
myself, Well, now, in my opinion, the
American people are very much con-
cerned about the future of this country.
We are approaching very rapidly the
greatest danger which America ever
faced. It was stated here a few moments
ago that we are thinking of national
defense, but if we find that our financial
structure has collapsed, then our national
defense and everything else collapses.
How can you run your Navy and your
Army if you are bankrupt?

If and when we go bankrupt, then we
lose our form of government.

When I think of the way money is being
spent as fast as we are spending it, I
am reminded of that old song:

Oh, where, ch where has my little dog gone?
Oh, where, ch where has he gone,

With his ears cut long and his tail cut short,
Oh, where, oh where, has he gone?

That is what you fellows over there
on the other side will be singing pretty
soon. You will be wondering where you
have gone, but it will be too late. You
will have gone bankrupt with your ineffi-
ciency in government.

Mr. ROBERTSON of Virginia rose.

Mr. RICH. Mr. Chairman, it will be
too late because of the fact that they
were not all like the gentleman here.
If we had more Members like the gentle-
men from Virginia, Mr. Woobrum, Mr.
RoBerTsoN, Senator Byrp, and Senator
Guass, and if we had more Members here
who ought to be listening to the gentle-
man’s statement and to the statement of
the chairman, then take heed of those
things, we would probably cut this limit
down., We should never have had to
raise it. If we increase this debt limit
we ought to try to keep it as low as we
possibly can do that every time the
President wants more funds he will have
to come to Congress and ask for them.
Then we ought to step on his toes and
not give it to him, just like you would do
with a little boy who does not know
anything about money spending. Give
him a quarter at a time, do not give him
50 cents. If he wants 50 cents, make
him ask for it twice. After a while you
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can probably hold him down to figures
that are sensible. I herewith show you
what- a record the President has for
squandering money:

Roosevelt deficit

Mar. 4 to June 30, 1933 .o $892, 600, 000

1934 3, 865, 091, 685
.35 3, 575, 357, 963
1936. 4, 763, 841, 642
1837 2,707, 347, 110
1838. --- 1,384, 160, 931
1939 3, 642, 267, 954
1940. - 3,611,056, 036
1941 to Jan. 10 e cmmm e 2, 482, 601, 589

8 years less 54 days.... 26,925, 245, 920

This means the average for each of the
8 years in the red, $3,365,655,740.

This means each month of the 8 years
in the red, 280,471,312,

This means each day of the 8 years in
the red, including Sundays and holidays,
$9,349,044.

This means each hour of the 8 years in
the red, including Sundays and holidays,
$389,543.

This means each minute of the 8 years
in the red, including Sundays and holi-
days, since Mr. Roosevelt became Presi-
dent, $6,492.

Think of it, every minute since Mr.
Roosevelt took office he spent more than
the country received by over $6,000 a
minute. That would mean a grand sal-
ary for a man with a family for a year.

Where are you going to get the money?
I ask the Members of Congress and the
country to come to their senses and
become thrifty and be a little considerate
for the welfare of our country in time of
national peril, also to have some thought
for the future of your children.

[Here the gavel fell.]

Mr. CROWTHER. Mr. Chairman, I
yield 5 minutes to the gentleman from
New York [(Mr. Epwin ARTHUR HaLrl.
Chairman, I cannot help but feel rather
surprised that there is not more real
interest shown in the discussion of what
I consider fto be one of the most impor-
tant measures that this or any other Con-
gress has ever had presented to it. The
gentleman from California [Mr. GEeagr-
HART] remarked not so long ago that it
was a mystery to him why, after the
tremendous noise which we heard last
week, and the mighty heat of argument,
a reaction should set in such as has set
in with reference to the discussion of
today's hill, resulting in a comparatively
neutral interest.

Mr. Chairman, I believe it is absolutely
necessary that the bill now before us
should be discussed and considered with
Jjust as much interest and careful thought
as any of the bills which have preceded
it. We are faced with the necessity of in-
creasing the Federal debt limit at a time
when we have to go into further commit-
ments with the utmost of care.

I am particularly interested in the mi-
nority report, as I feel it discloses a very
careful study of the question, and I for
one endorse it wholeheartedly. During
the World War, which I vividly recallas a
small child, I have looked at the various
liberty bonds and war-savings stamps my
parents had purchased, and wondered if
the Government would be able to pay

867

them back. I worried considerably as to
what the future might bring. Ever sincs
then I have been very much opposed to
deficit financing of any kind.

Some 10 years ago, long before I be-
came a Member of this Congress, I ob-
served the various spending orgies which
were then being entered upon with fear
and apprehension. Over the past few
years 1 have seen at first gradual and
then, more recently, speedy increase of
the debt limit of the United States. I
can assure you that I have been very ap-
prehensive about the whole line of pro-
cedure.

I heartily endorse the idea of the $60,-
000,000,000 debt limit which the minority
has propoesed, instead of the $65,000,000,-
000 as a debt limit. I feel that any ges-
ture at this time on the part of any group
within the Congress which goes to the end
of reducing obligations is certainly nec-
essary and should be forthcoming.

The mistake of letting down the bars
to such a great degree today and coun-
tenancing so much of a rise in the debt
limit cannot be overemphasized. It is
not as though we would be unable to
commit ourselves to greater indebtedness
at a moment's notice. That is all too
easy. But the deplorable part is to create
a precedent of voting to go into the red
at one time to the sum of sixteen bil-
lions.

For this reason, I will introduce a lit-
tle later in the day an amendment pro-
hibiting the further increase of the na-
tional debt beyond sixty-five billions un-
less by Presidential proclamation of a
change in existing conditions. If this is
adopted, it will be binding on all future
Congresses and thenceforth the problem
of debt increase will be solved.

Mr. CROWTHER. Mr. Chairman, I
yield 3 minutes to the gentleman from
Michigan [Mr. MICHENER],

Mr. MICHENER. Mr. Chairman, I am
definitely committed to vote for that
which I believe to be necessary to finance
our national defense. I am also defi-
nitely committed to any legal method
that will bring about the taxation of
certain Government securities issued in
the future and which are now tax ex-
empt. I am also definitely committed
against blank checks, using the term in
its generic sense.

This places me in a rather peculiar
predicament as far as this bill is con-
cerned. This bill is a blank check, fixing
a definite amount as a ceiling to our na-
tional indebtedness, and it lodges a lot
of discretion in the spending agencies of
the Government at this time. To vote
against this bill would be to vote against
the taxing of tax-free securities, which
I believe should be taxed; as to voting
for the $60,000,000,000 debt limit sug-
gested by the minority report, I believe
that is a mere guess, but will cover pres-
ent necessities. As a matter of fact, the
Congress is in session. We should and
do control the purse strings of the Gov-
ernment. There is not a Member among

.us who does not realize that. We are

going to be in constant session through-
out the duration of the emergency. If
that is true, why can we not appropriate
such sums as are needed if and when
they are needed for national defense,
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rather than authorize a lump sum, and
in that way carry on these lump-sum
appropriations and encourage deficit
financing?

Mr, ARENDS. Mr. Chairman, will the
gentleman yield?

Mr. MICHENER. 1 yield to the gentle-
man from Illinois.

Mr, ARENDS. Might it not be a good
idea, inasmuch as we are going to be
here all the time during the emergency,
if the Congress would come in here once
a week or every 2 weeks or 3 weeks or
every month and raise the debt limit
$1,000,000,000 at a time, to call to the at-
tention of the Congress and the country
just what we are doing to bring on this
debt?

Mr. MICHENER. The psychological
effect might be good, but our people have
gotten to the point where they do not
realize what a billion dollars is. But,
mark this word, the time is coming when
they will begin to pay off these bills and
when taxes are bound to be increased to
such an extent that the American stand-
ard of living must be lowered. We all
realize that we have sacrifices ahead.
There is a hard road just over the hill.
I prefer a sixty-billion limit and shall so
vote. If that amendment loses I shall
vote for the bill. It is bound to come
later and I want to vote to tax future
Federal Government bonds. [Applause.]

[Here the gavel fell.]

Mr. CROWTHER. Mr. Chairman, I
yield 5 minutes to the gentleman from
New York [Mr. Wirriam T. PHEIFFER].

Mr. WILLIAM T, PHEIFFER., Mr.
Chairman, I hope that the Members will
not think it is too brash of me as a new
Member to speak from the well of the
House twice in less than a week. I must
confess to a certain sense of embarrass-
ment in doing so, but I assure you I would
not take the floor again today were it not
for the fact that I earnestly feel that
this bill is almost on a par, from the
standpoint of importance ir effect on our
domestic economy, with the lease-lend
bill, which was debated last week.

I assure you that I would not raise any
spirit of obstruction as far as the defense
program is concerned if, in my judgment,
and I am sure that I speak the sentiments
of my Republican colleagues, the increase
of $16,000,000,000 in the debt limit were
actually needed for the providing of
armaments, guns, and munitions for the
defense of this country. If that were the
case, you would not hear us objecting.
But it is quite evident by now that the
$16,000,000,000 increase will be used for
many, many purposes other than the na-
tional defense. We have but to consider
the lavish spending of the public’s money
during the past 8 years to give us a guide
and a yardstick as to how this money
will be spent.

I grant the correctness of the argument
of the distinguished chairman of the
committee that the money will not be
spent until it is appropriated; but I say
that, as sure as today is Monday, if we

raise the debt limit to $65,000,000,000 the

debt of the United States will soon be
$65,000,000,000.

Mr. COOPER. Mr, Chairman, will the
gentleman yield?
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Mr, WILLIAM T. PHEIFFER. I yield
to the gentleman from Tennessee.

Mr. COOPER. Does the gentleman
know of any way that one single dollar
can be placed in the Treasury of the
United States or taken out of it without
the action of Congress?

Mr, WILLIAM T. PHEIFFER. That @
true, and I grant the gentleman'’s point,
but after sitting through the debate the
week before last on an appropriaticn bill
of $1,400,000,000 and seeing every attempt
made on the part of the Republican side
to amend that bill in the interest of
economy, and then seeing every attempt
turned down flatly by this House, with
finally only $247,000 being lopped off a
$1.400,000,000 bill, and that at the in-
stance of an amendment offered by a
gentleman from the Democratic side, I
am not so naive as to believe that once
we have this increased debt limit the
appropriations will not follow just as a
matter of course.

Coming as a terrific impact on the
American people, this increase of $16,-
000,000,000 will once again make them
realize that we are headed for the port
of national bankruptcy. What has our
President done to allay that fear? Going
back to December 17, 1940, in his press
conference, in speaking to the gentlemen
of the press with regard to the lease-lend
bill which was then just his brain child,
he said, “Let us get rid of the silly dollar
sign.” Now, I grant you that Mr. Roose-
velt was speaking of the dollar sign in
relation to our dealings with Great Brit-
ain, but does it not point out clearly just
what the attitude of the administration
has been with regard to spending the
public money—the silly dollar sign., It
would be almost as reprehensible to refer
to the *“silly American eagle,” because
the dollar sign and the eagle have from
the beginning of this Nation been the
symbols of independence and security for
the American people.

Referring to our efforts in support of
the minority report on this bill, would it
not be a splendid thing if the people of
this country could read in their news-
papers tomorrow morning that this Con-
gress has given real, tangible effect to the
oft-repeated, but never performed, prom-
ise of the administration to curtail non-
defense expenditures, That happy mes-
sage can go forth to the people if we will
only keep faith with them and vote to
increase the already overwhelming na-
tional debt only in such amount as is
necessary to pay for genuine bona-fide
defense items. If we do that, we will
bolster the morale of the people and go
far toward restoring their confidence in
the fiscal policies of their Government.

[Here the gavel fell.]

Mr. CROWTHER. Mr. Chairman, I
yield 1 minute to the gentleman from
Iowa [Mr. GILCHRIST],

Mr. GILCHRIST. Mr. Chairman, I
find myself in exactly the same position
as is the distinguished gentleman from
Michigan [Mr, MicHENER] who said so
distinctly and happily just now that this
hill provides for an extravagant expendi-
ture of Government funds in advance of
the time when we will need such ex-
penditures, or even know that we will
need them.
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I am absolutely committed to the pro-
posal of putting a ban on the issuance of
more tax-exempt securities, and section
4 of the hill provides for such a ban.
But the present form of the bill is such
as to prevent me from voting for it, be-
cause of the staggering expenditures
which it contemplates. The motion to
recommit the bill which will be made,
will cut down those expenditures and
also will have in it some provision which
will prevent issuance of interest-bearing
bonds. I shall vote for such a motion.
[Applause.]

[ Here the gavel fell.]

Mr. CROWTHER. Mr. Chairman, I
yie’lzd part of the remaining time to my-
self.

Mr. Chairman, it seems to me a long
time ago I heard in dulcet tones over
the radio that there was a plan by our
very distinguished Chief Executive to
drive “the money changers from the tem-
ple.” When 1 listened to the speeches
that have been made on monetary policy
today it seems to me they have not only
not been driven from the temple, but
they have been dining for the past 8
years on paté de fois gras and other
delicacies.

Mr. Chairman, the opportunity and the
promises that have been made to balance
the Budget have all “gone with the wind.”
There is no longer any opportunity to
balance the Budget. A taxation pro-
gram that would bring that about would
require a capital levy that would be de-
structive of capital and a burden industry
could not possibly bear. However, it
seems to me it is high time that our
committee brought in a tax bill that
would at least come as near as possible
to allowing us to pay as we go on na-
tional defense, and hold our borrowings
down to the very lowest possible level.

I do not agree with the conclusions of
the President in his Budget message,
wherein he stated that—
in view of these facts I question the slgnifi-
cance of a statutary debt limit except as it
serves as a fiscal monitor.

This seems to me to be a declaration
that the sky is the limit, and that further
caution as to exceeding our debt limit
should no longer be exercised. [Ap-
plause.]

Mr. DOUGHTON. Mr. Chairman, I
yield the remainder of my time to the
gentleman from Tennessee [Mr, COOPER].

Mr. COOPER. M. Chairman,as usual
we have heard much criticism offered,
much complaint made, but not a single
remedy offered; not a single constructive
suggestion given to the House to meet the
problem that your country and my coun-
try faces today.

Mr. BENDER. Mr. Chairman, will the
gentleman yield?

Mr. COOPER. Very briefly, for my
time is very limited.

Mr. BENDER. Is it not a fact that
we have been suggesting the cutting
down of nondefense expenditures and is
not that a constructive suggestion?

Mr. COOPER. I will probably be able
to open the gentleman’s eyes to some ex-
tent by some figures I will give him in
the course of my remarks. That is just
an illustration of the type of argument
that some people are advancing on this



1941

extremely important problem we have
before us here today.

Mr. AUGUST H, ANDRESEN. Mr.
Chairman, will the gentleman yield?

Mr. COOPER. Very briefly.

Mr. AUGUST H. ANDRESEN. Incon-
nection with the provision removing the
exemption from Federal securities, is it
the understanding that these Federal
securities in the future will be subject to
local or State taxation?

Mr, COOPER. No; there is nothing in
this bill that provides for the taxation of
State, county, or municipal securities by
the Federal Government or allowing the
State, county, or municipelity to tax Fed-
eral securities. That is not covered in

Mr. Chairman, this bill, H. R. 2959, is a
very important national-defense meas-
ure. It provides for the revenues to pay
for the national-defense program. Some
gentlemen have made reference to ap-
propriations. This is not an appropria-
tion bill. If it were an appropriation bill,
it would not be presented here by the
Committee on Ways and Means but
would come from the Appropriations
Committee. Some gentlemen say that it
is a blank check. All this bill provides,
and the only reason it is here today is to
provide money to pay appropriations that
already have been made by the Congress
and commitments and contracts already
entered into, with a reasonable expecta-
tion of what is necessary to meet our na-
tional-defense program.

Mr, MICHENER. Mr. Chairman, will
the gentleman yield?

Mr. COOPER. Very briefly.

Mr. MICHENER. I do not know
whether the gentleman is aiming at what
I said a moment ago, but what I object
to is this expectancy. We can just as
well bring a bill before this Congress each
time we need additional credit and au-
thorize it then, rather than to give a
blank check today.

Mr. COOPER. Oh, that is as far as I
can yield. That is a most amazing state-
ment for an experienced and accom-
plished legislator such as the gentleman
is, as everyone will recognize. It is
amazing that he should stand up here
and even intimate that every time the
Federal Government needs a few thou-
sand dollars to finance its expenses and
operations €Congress then should pass a
bill authorizing the issuance of bonds in
that amount. What kind of interest
rates does the gentleman think this Gov-
ernment would have to pay on any such
slipshod method of financing as that?

One of the main purposes of this bill
is to provide a degree of flexibility for
the Secretary of the Treasury so that he
may continue the splendid record that he
has made in securing money for the op-
eration of the Government at a very low
rate of interest. It would be interesting
to examine the table appearing at the
bottom of page 40 of the hearings, where
it is shown that the interest rates to the
Federal Government have been maferi-
ally decreased, and in some instances cut
about in half during this administration.

This bill includes three principal pro-
visions. First is the increase of the na-
tional debt limit from the present figures
of $49,000,000,000 to $65,000,000,000. The
second is to remove the partition that now
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exists at the point between $45,000,000,000
and $49,000,000,000, and the third is to
provide for the Federal taxation of future
issues of Federal securities.

Mr. MOTT. Mr. Chairman, will the
gentleman yield?

Mr. COOPER. I must decline to yield
for the present.

Mr., BUCK. Mr. Chairman, will the
gentleman yield?

Mr. COOPER. Yes; very briefly as the
gentleman is a member of the committee.

Mr. BUCK. It is not $49,000,000,000
but $53,000,000,000.

Mr. COOPER. I am frying to get to
that. Reference has freqdently been
made to the claim set out in the minority
report that the increase is $16,000,000,000.
In all fairness, that cannot be justified.
The truth is that the present statutory
debt limit is $53,300,000,000. A debt limit
of $45,000,000,000 was provided under sec-
tion 21 (a) of the Second Liberty Bond
Act. Four billion dollars was authorized
under section 21(b) of the Second Liberty
Bond Act, and $4,000,000,000 under sec-
tion 6 of the Second Liberty Bond Act as
amended, which provides for war-savings
securities, and $300,000,000 under the
1898 act. Section 32 of that act provides
for certificates. Those items forty-five,
four and four, billion and three hundred
million ageregate $53,300,000,000 of out-
standing existing statutory authority for
our national debt. Subtract $53,300,-
000,000 from $65,000,000,000 and you
have $11,700,000,000 and that is the
amount of the increase.

Mr. KEEFE. Do those items of au-
thorization of debt referred to, outside of
the $45,000,000,000 and the $49,000,000,-
000 have any statutory limitations at all?

Mr. COOPER. Of course they are of
various types and kinds, but it is the out-
standing statutory debt authorization.
The purpose of this bill is to repeal all of
those and simply have $65,000,000 over all,
one figure all-inclusive, statutory debt
limit.

Mr. MOTT. Mr. Chairman, will the
gentleman yield?

Mr. COOPER. I am sorry, but I can-
not. I shall try to come back to the gen-
tleman for a moment after awhile, That
shows that the increase under this bill
is not $16,000,000,000 but $11,700,000,000.
There are two very important things
that I think should be borne in mind in
connection with this legislation. One is
that on March 15 of this year, the Secre-
tary of the Treasury will have to meet a
meaturing debt of $1,220,000,000. By May
of this year the borrowing power of the
Federal Government will be exhausted.

At the time the Ways and Means Com-
mittee was considering the first revenue
bill of 1940 the Secretary of the Treas-
ury, the responsible cfficial of the Gov-
ernment charged with the fiscal affairs of
the Nation, told us that he thought an
increase of $4,000,000,000 then provided
would be adequate to take care of us so
far as the situation then existed. Now,
lIet us remind ourselves of what has hap-
pened since then. Since that time we
have found it necessary, by the solemn
action of Congress, to provide for a two-
ocean navy. We have found it necessary
to provide for vast expenditures for na-
tional defense, so that now we find in-
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stead of $4,000,000,000 meeting the re-
quirements, it now takes $28,500,000,000
to take care of the requirements immedi-
ately before us for national defense and
to prepare to defend this country of ours.
So that is the reason and the necessity
for this bill being here today.

It is important that we act promptly
on it because, as I say, the Secretary of
the Treasury has to meet $1,220,000,000
on March 15. That is the 15th day of
next month. This bill still has to pass
the Senate. In the very nature of
things it will require some time for the
Treasury Department to make their
plans and arrangements to meet any
such amount of money as that. It is
time for us to be realistic about these
things. We can indulge in political
discussions. We can talk about what
has been done in the past. Some of our
distinguished colleagues charge the
Chief Executive of the country with the
situation being as it is today. The fact
is, as I endeavored to point out a few
minutes ago, there is no way whereby
money can go into the Treasury of the
United States or can come out of the
Treasury of the United States, except
by the action of Congress. We have
appropriated these sums of money that
the Congress deemed necessary. The
time has come to make some provision
to provide the money to pay for those
appropriations.

We hear considerable talk about econ-
omy. I do not yield to anybody in a
desire to effect all the economy that we
can in the expenses of our Government,
but again let us be a little realistic. As
some distinguished citizens of America
have recently been saying, “Let us lock
at the record. Let us examine the facts
about it.”

These figures are given me by Mr.
Shield, clerk of the Appropriations
Committee, whom I accept at any time
on matters of this kind. The 1942 Bud-
get provides $17,485,000,000. For de-
fense it provides $10,811,000,000. That
is a difference of $6,674.000,000. There
are fixed charges of $3,196,000,000.
Other activities, $3,478,000,000, or a total
of the same amount that I previously
stated, $6,674,000,000, other than
defense.

Thus, the ordinary budget, I think,
may well be stated as being somewhere
about that figure of $6,674,000,000.

I just want to invite your atiention to
six items that account for all of that but
$2,000,000,000. Just remind yourselves of
some of the items that are included in
these various appropriation bills that we
consider here, First, the interest charge,
a fixed charge, is $1,225,000,000. Veter-
ans’ benefits, $564,000,000. Is there any-
body in favor of cutting that? Then
benefits to agriculture, $1,061,000,000.
Relief for 1942, $1,000,000,000. Social
security, $462,000,000. The National
Youth Administration program, $362,-
000,000. Those six items total $4,674,-
000,000, and that taken from $6,674,000,-
000 leaves $2,000,000,000 for all of this
wide range of economy that we all desire
and would like to see happen. Buf that
is the margin we have to work on when
it comes to accomplishing that very de-
sirable and laudable purpose.
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Now, we can stand for cutting non-
defense items, and we all approve that
sentiment and would like to see that hap-
pen, but these figures give you some idea
of what we really have to work on when
we make that kind of a statement, and
how extremely difficult it is for us to ac-
complish the results that we would all
like to accomplish,

Mr. MOTT. Mr. Chairman, will the
gentleman yield?

Mr. COOPER. I yield.

Mr. MOTT. I have a great deal of re-
spect for the gentleman’s opinion on
these matters. I want to ask him this
question: Were it not for the huge ex-
penditures which we have to make on ac-
count of the naticnal defense, how much
would the gentleman say it would be
necessary to raise the debt limit in order
to meet the situation?

Mr, COOPER. As pointed out by our
distinguished chairman this morning, the
revenue that we receive above normal re-
quirements for the year 1941 would be
$275,000,000, and for the year 1942 we
would have $1,600,000,000 above normal
requirements.

Mr. MOTT. Then most of the neces-
sity for raising the debt limit to $65.000,-
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000,000 you would say was on account of
expenditures for national defense?

Mr. COOPER. Absolutely. If it were
not for these enormous expenditures for
national defense, I give it to you as my
honest opinion we would not be here with
this bill today, but it is vitally important
to pass it if we are going to provide the
defense of this country we have all voted
heretofore. [Applause.]

[Here the gavel fell.]

The CHAIRMAN. The time of the
gentleman from Tennessee has expired.
All time has expired. The Clerk will
read the bill for amendment.

The Clerk read as follows:

Be it enacted, etc., That this act may be
cited as the Public Debt Act of 1941,

Mr. BUCK. Mr. Chairman, I move to
strike out the last word. -~

Mr. Chairman, this, of course, is a pro
forma amendment and is made for the
purpose of answering certain suggestions
made during the course of general debate
and because I could not get time during
general debate. Suggestions were made
that there was no necessity for passing
this bill. The gentleman from Tennes-
see [Mr. Coorer], who just spoke, pointed
out some of the things I would other-
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wise have pointed out to you, but it
seems to me there are other things more
important.

This is a bill to authorize the financing
of a national-defense program which has
been adopted and which will be adopted
by this Congress. In the few minutes
allotted to me I cannot go into all the
details, but I can at least call your atten-
tion to the testimony that was introduced
before the Senate Committee on Naval
Affairs in April of 1940, which showed
that from 1922 to 1925 we laid down no
naval ships whatsoever., The record
shows none for 1922, none for 1923, none
for 1924, one submarine in 1925, one
cruiser and five river gunboats, which
must have been for China, in 1926; one
cruiser and two submarines in 1927; and
then in 1928 we began to build a few—
six cruisers. Now, let not my friends on
the left come before us and tell us we
are building up appropriations to develop
a large military and naval-defense pro-
gram when deliberately for 6 years when
in power they spent no money whatso-
ever on either the naval or military arms
of this Nation other than the mainte-
nance of men at Army and Navy shore
stations. I insert an extract from the
Senate hearings of 1940 at this point:

Ships laid down each year by the 5 principal naval powers, as of Nov. 15, 1939
[Hearings before Naval Affairs Committee, 76th Cong., 3d sess., on H. R. B026]

United States British Empire Japan France Italy
Tons 2
192210, 20l None: cacncainnaan 2 battleships 2 eruisers (a) 1 cruiser (b) 2 destroyers. ... 2, 461
1 large mine layer 6, 740 | 4 cruisers (b) 2 destroyers 4 mine sweepers. 2,480
T il 15,350 | 10 destroyers. . 10,000 | 4 submarines. 1 repair ship 7,185
Ssubmarines. . 5,411 | 2river gunboa 3 transports 4,203
3 mine sweepers. 1, 845 lofler.emunana 10, 555
4 river gunboats.. 1,220
2sub tenders.... 10, 320
1 store ship.___ 15, 820
Boilers._._.... 42, 150 .
1928 | None: . viiacaaiaana o (3] 1 R e e T 5 destroyers. .. 6,305 | 2 cruisers (b).ccciaacans 14,408 | 2 destroyers......ccaeee 1,870
5 submarines. . 7,541 | 16 destroyers. - 24,332 | 4 patrol gunboats. 2,120
1 mine swee| 615 | 6 submarines 4,168
b [ S 7 L 5 cruisers (a) 49, 600 | 4 cruisers (a 24, 200 | 1 cruiser (a) 10,000 | 4 destroyers...... = 4,232
1 destroyer 1,170 | & destroyers. 6, 5756 | 9 submarine 6, 282
1 submarin 1,311 | 7 submarines 9,658 | loiler_..... 3, 481
1925.....| 1submaring........ 2,710 | 2 cruisers (a). 19, 720 | 2 eruisers (a).. £0,000 | 1 eruiser (a) - 10,000 | 2ecruisers (8)..eceeaee-e 20, 000
1 destroyer. .. 1,350 | 5 destroyers... 6,575 | 6 destroyers.. - 8,268 | 9 destroyers__.. 9, 595
2 submArines. o oeueeeae 2,703 | 4 submarines. .....ce... 4,260 | 1submarine....cceeaee- 1,384 | 10 submarines.... 10, 138
; 4 patrol gunboats. 2, 460
1920. ... | 1 cruiser (8)--.-oooc 9,100 | 2 cruisers (8)...cceeueea 19,600 | 7 destroyers..-occoaee-- 11,515 | 1erniser (8) .. ceaaaeee.n 10,000 | 8 submarines. ... 2,922
Sriver gunboats._.. 2,310 | 4 river gunboats.. 1,144 | 6 submarines.....-..- 9,637 | 5 destroyers.. 7,948 | 1 training ship. - ceeeeea 2, 790
1 seaplane carrier.. 800 5 submarines. - 5,480
. 1 repair ship.
1997. .. 1 eruiser (a) ... 9,100 | 5 eruisers (a) . 2 cruisers (a) 1 eruiser (a) 10, 000 | 10 destroyers... 16, 280
2 submarines.. 5,460 | 6 submarines. 1 mine layer. 9 destroyers 17,692 | 2 submarines... 1,604
1 submarine ten 3 destroyers. 12 submarines 17, 285
3 submarines.. 1 river gunhboat. 630
1 aviation transport -== 10,000
2oilers.. .
1928.....| 6 cruisers (8)....... 54,700 | 1 cruiser (8).occcaeeeann 8,300 | 2ernisers (8) . .aneaznn-e- 10,700 | 1 cruiser (a).. \ 4 eruisers (b) cceceeeneas 20, 276
9 destroyers. 12,340 | 4 destroyers... 3,800 | 1 cruiser (b).. G, 406 | 2 destroyers.... 3, 256
5 submarines 7,375 | 1submarine... 1,635 | 1 destroyer._._ 2,441 | 10 submarines__ 8, 094
2 patrol gunb 2,000 | 3 mine layers_. 2,870 | 11 submatines. 9,509 | 1research ship...ceee.- 1,192
1 tender... 420 | 2 mine sweepel 1,230 | 1 large mine layer. 4,773
1river gunboa 170 | 1submarine tende 5, T47
1920...... None. 11 destroyers... 14,054 | 1 aircraft carrie 7,100 | 1 cruiser (a).... 10,000 | 2 ernisers (a). .. 20, 000
4 submarines. .. 5,900 | 5 destroyers___ 8, 500 | 3 destroyers._.. 7,323 | 4 destroyers.
6 patrol gunboars 6, 435 | 4 submarines._ 6, 869 | 10 submarines.___ 9,014 | 3 submarines...
BRrawlers. ..o ..l 8,179 | 1river gunboat. ... 170 | 3 patrol gunboats. 5, 807
1 transport...... e 1,830
2ollers....... -= 10,0064
10801 .| 3 cruisers (A)..caaae 29,700 | 1eruiser (B ooecoeocaans 7,270 | 5destroyers. .occcucecaa 8,500 | 7 destroyers.. -- 17,087 | 2crulsers (8} . .ccaoacucn 20, 000
1 submarine...._... 3 5 destroyers. 6,800 | 1 mine Ia¥er. . oeeeeenan 1,135 | 3submarines........... 2619 | 2cruisers (b)_.. 10, 016
1 submarine.. 640 1 patrol guuhaat.. -- 1,069 | 4 destroyers. 4, 78
3 patrol gunboat 3,315 loiler.....ccceeecaceeee 4,763 | 4 submarines 2,308
4 survey ships__ 3, 540 1 training ship. 8, 545
1 river gunboat. a7z
1081..... 1 aircraft carrier.... 14,500 | 3 cruisers (b)._. 21,420 | 2 erulsers (b].-,--.--_-. 17,000 | 1 cruiser (a) . ._._....... 10,000 | 1 crulser (a)... 10, 000
4 cruisers (8) oo - 30,825 | 9 destroyers.... 12,400 | 8 destroyers_.. -= 4,104 | 3cruisers (b)... 21,086 | 2 cruisers (b).. 13, 852
2 submarines..... -- 2,230 | 5submarines. ____ 6,225 | 2submarines. . - 2,500 | 6 destroyers.... 15,286 | 4 destroyers... =L 5, 706
4 patrol gunboats 4,240 | 2 torpedo boats.. . 1,054 | 10 submarines.___ 9,862 | 19 submarines.......... 13,709
Ttrawler....____. 581 | 2 mine swoepers. 084 | 2 patrol gunboats. 3,933 | 1 submarine chaser..... 330
1 net layer- ... 2,800 | 3 mine layers..-... 1,320 | 4 sub chasers. ... £92
1 mining tender. 276
1082 ... | 8 destroyers caeeea 4,120 | 1 river gunboat 185 | 1 submarine... 1,900 | 1 battle cruiser. 26, £00 | 2 eruisers (b).. 14, 566
1 sub tender. 222 | 1 torpedo boat 627 | 1 destroyer... 2,569 | 3 submarines 5 W3
3 trawlers... e Ty BN 4 submarines. 3,652
2tenders. coeeecnencies 457 1 patrol gunboat . 1, 969
1netlayor._... - 2,203
1transport. oo cocecaaaa 2,118

1 Washington Treaty signed Feb. 6, this year,

$London Treaty signed on Apr, 22, Ratified Dee. 31,
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Ships laid down each year by the § principal naval powers, as of Nov. 15, 1939—Continued
[Hearings before Naval Affairs Committee, 76th Cong., 3d sess., on H. R. 8026)

United States British Empire Japan France Italy
Tons Tona Tons
1983, .. 6 cruisers (b). 1 eraiser (b)._.......... 8 500 | 8 eruisers (b)..eeesemonn 22,800 | 2 cruisers (0) - ceemeeanen 15, 748
18 destroyers 24,760 | 5 destroyers. 6, 840 | 3 destroyers. .. 1,830 | 2 destroyers.........a 1,276
6 submarines. 380 | 4 submarines 4, gg?ﬂ 1 surveying ship 19 -
600
984
1934___.| 2 aireralt carriers... 39, 600 }3: oo | e i, 8 26, 500 | 2 battleships 70,000
1 cruiser (). 9,400 1 cruiser (b).._ - 8500 | 1 cruiser (b)... 7,600 | 4 destroyers. .. 2,588
1 eruiser (b)__. 0,475 3 dcst.royers 4,104 | 10 destroyers. ...oeeeee 10, 648
21 destroyers 82, 380 £, 800 2
2 patrol gunboats___. 4,000 4,400
1,785
492
9, 000
1035..... 22, 000 T[] S - 8,450 | 1 battleship_._.__...... 35000 | O destroyers............
32, 570 3 dml:royers - 11,340 | 1 destroyer. eeemensana 610 | 12 submarines.._.......
12,225 | 1 mine sweeper 2 A 402 1 patrol gunboat.____.. 2,172
2,860 | 1submarine chaser..... 00 1 eoastal torpedo boat__ 50
6, 790 4 motor torpedo bﬂats_. 142
2,900
oif
1!
. 385
1086%... 48,400 | 1 aircraft carrier........ 10,050 | 1 battleship. . ccocaaaan 19 destroyers 18, 701
40, 540 | 5 destroyers.. ... -= 7,500 | bdestroyers. .. 14 submarines_.__ 10,472
5,805 | &torpedo boats...____.. 2,975 | 2submarines.....
8,045 | 3 submarine chasers.... 510 | 6 patrol gunboats.......
606 | 1seaplane carrier___.... 9,000
8 900
1, 660
86, 564
4, 400
1, 680
250
805
Estimated Estimated
10374.... 1 battlesh 55,000 | 5 batttest 506 estroy
S, eShip. e b1 S— ) 1di
14 destroyers...... 4 nircraft carriers. . 92, 000
6 submarines....... 6 cruisers (b)..... 700 1 mine sweeper 5 188
15 destroyers. . 50 25 motor torpedo boats_ 500
9 submarines______ 160 2 motor mine sweepers. 140
7 patrol gunboats__ ... 405
3 river gunboats_.. 840
1 trawl 521
900
600
1988......| 1 battleship 35, 000 2 battleships 70, 000
14 destroyers 22, 330 6 submarines........... 6,036
4 submarines.._____ 5, 800 s
2 destroyer tenders. 18, 900
1seaplane tender... 8,625
R 3,450 -
2 oflers &
Approz-
te
1030 ¢ 2 battleships. 70, 1 battleshi 3 cruisers (b) i‘l,)."ﬁﬁs
e attleships__.____ a D ernisers (b)...cceeea b
1 sircraflt carrier____ 4 destroyers._ 6 submarines. .......... 6, 206
12 destroyers.._ 1 oiler
7 submarines__
3 sub chasers._
2 minesweepers...
I submarine tender.
1 seaplane tender._.
Tollet s
Total._| 190 ships. ... 767,290 | 450 ships............ b I —— 8679, 506 | 284 ships.ooeeeeeeeeeee 628,376

! London Treaty 1936 signed on Mar. 25, 1936, 56

¢ London Treaty of 1936 effective Jul 29, 1937.

:g“njé for }\;nrlt:me Commission. Taken over by Navy on completion.

o Nov.

T be built for the Maritime Commission and to be taken over by the Navy on completicn.

# Information not available concerning tonnage laid down in Great Britain and France since the outbreak of war,

* The tonnage laid down by the J, since 1036 btedly exceeds that shown in this table, as Japan has released no information on her navy since the expiration of
the London Naval Treaty on Dec, 31, 1936,

Note.—This table does not include the roiiuwins shi f;:a which have been laid down sinee Jan. 1, 1922, and have subsequently been lost: United States—Gunboat Panay, 450
tons. British Empire—Submarines Poseido irley, 1,354 tons, Japan—Destroyers Bilwurnbf £20 tons; Miyuki, 1,700 tons; submarine /-63, 1,635 tons. France—Sub-
marines, 1,379, 552, and 1,379 tons; mina!ayer, 4 7"3 to

The following ships, not shown in the above table, have been converted to aireraft carriers since 1922: United States, 2, totaling 66,000 tons; British Empire, 2, totaling 45,000
tons, including Courageous (lost); Japan 2, totaling 53,500 tons; France, 1 of 22,146 tons.

Mr. DISNEY. Mr. Chairman, will the Mr. DINGELL. And did they not make | administration which saved large tax-
gentleman yield? large refund of taxes? payers money at the expense of the

Mr. BUCK. 1 yield. Mr, BUCK. Yes; refunds, too, but I | United States Government. It ill be-

Mr. DISNEY. Was not considerable | have not time to go into refunds in 5 | hooves my friends on the Republican side
show made about reduction of the tax | minutes or to more than touch the sub- | to come in here today and object to the
rate during that period of time? ject raised by the gentleman from Okla- | necessity—and it is a necessity—of our

Mr, BUCKE. I was about to come to | homa, but there was a very considerable | financing the rebuilding of the armed
that, reduction in taxes during the Harding | forces of the United States.
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Mr. MOTT. Mr. Chairman, will the
gentleman yield for a question?

Mr. BUCK. Briefly.

Mr, MOTT, In view of the fact the
gentleman from California and others
have stated that the necessity for in-
creasing the debt limit at this time is
hrought about on account of the huge
additional expenditures we have to make
for national defense, would the gentle-
man in the circumstances cbject to an
amendment providing a limitation on ob-
ligations to be incurred other than ex-

enditures for national defense say of
$565,000,000,000?

Mr. BUCK. The gentleman is in ac-
cord with that portion of the minority
views dealing with reduction of non-
military expenses, I will say that much.
I, like the genfleman from Virginia [Mr.
RoserTsoN], have voted very strictly for
economy as far as I could, but I do not
believe any such amendment as the gen-
tleman from Oregon has in mind would
be acceptable to me, if the gentleman
wants a direct answer.

[Here the gavel fell.]

Mr. BUCK. Mr. Chairman, I ask
unanimous consent to proceed for 2 addi-
tional minutes.

The CHAIRMAN. Without objection,
it is so ordered.

There was no objection.

Mr. BUCK. If anybody wants to know
further the necessity for national de-
fense I call his attention to the headlines
appearing in this afternoon’s paper
which show that German planes have
raided Iceland, a land only 1,000 miles
from this shore and only 400 miles from
Greenland. Now consider, gentleman,
whether you do or do not need national
defense. If you need it you have got to
pay for it. I do not care what counties
in Michigan have to pay or anyone else
has to pay, the bill has got to be pald. I
am going to have to pay more myself. It
has got to be paid for. If you do not pay
for it and we get into a disastrous war,
labor will have none of its gains left,
capital will have nothing to earn, and
you might just as well make up your
mind that you cannot have your cake
and eat it too. I hope we can have the
cake of the United States to keep for
many generations to come. [Applause.]

Mr. BENDER. Mr. Chairman, I rise
in opposition to the pro forma amend-
ment.

Mr. Chairman, I would not have asked
for this time had it not been for the
speech of the distinguished gentleman
from California who referred to the era
between 1920 and 1932. It would be well
for him to refresh his memory, to ex-
amine the platform of the Democratic
Party of 1932, which severely criticized
the administration then existing for
spending too much money for defense
purposes.

Mr. BUCK. Mr. Chairman, the gen-
tleman having mentioned my name, will
he yield?

Mr. BENDER. I yield.

Mr. BUCK. When we get into the
House—because I cannot make the re-
quest in the Committee—I shall ask per-
mission to insert in the REcorp the Sen-
ate hearings so everybody may be in-
formed on the subject.
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Mr. BENDER. In 1932 the Democratic
Party took us to task for spending too
much money for defense. Adolf Hitler
came into power almost at the same hour
the Roosevelt administration came into
power. Throughout those 8 long years
our defenses were so woefully neglected
that the last Congress, from June until
September, had to appropriate $16,000,-
000,000 for defense purposes. I say this
only to keep the record straight. We
need to remind ourselves that if the last
Congress had done what the adminis-
tration wanted them to do, by adjourn-
ing last May, these defense appropria-
tions would not have been provided.

A statement of the gentleman from
Tennessee also deserves attention. He
said, and I quote:

One of the chief arguments for this bill is
to allow a degree of flexibility to the Secre-
tary of the Treasury.

It seems to me we have had altogether
too much flexibility, especially in our
thinking, regarding these appropriations.
We have not permitted the right hand to
know what the left hand was doing. Cer-
tainly, they want to support the Secre-
tary of the Treasury, and I want to sup-
port him, too, but I want to subscribe to
the argument that he made before the
Ways and Means Committee prior to the
time this bill was reported, when he cau-
tioned the Congress to cut all nondefense
appropriations. However, when the inde-
pendent offices appropriation bill came
before us, instead of cutting that appro-
priation as the Secretary of the Treasury
admonished us, we raised the ante
$385,000,000.

The gentleman from Tennessee stated
there were certain fixed charges, and he
cited the interest charge of $1,250,000,000.
Of course, the more you spend, the more
your interest charge will be, and that is
exactly the point we make here today.
We do not want to cut defense appro-
priations, but we do want to cut non-
defense appropriations, and by cutting
nondefense appropriations we will be
cutting down the interest charge. Maybe
it will only amount to a few million dol-
lars, but we will be taking a step in the
right direction.

Mr. GIFFORD. Will the gentleman
yield?

Mr. BENDER. I yield to the gentle-
man from Massachusetts.

Mr. GIFFORD. The gentleman from
Tennessee spoke about $4,000,000,000 and
stated that there were only $2,000,000,000
where we could have economy. Did the
gentleman notice that the Army and
Navy, for ordinary expenses, have a bil-
lion dollars apiece, and now they have
transferred that apparently to the de-
fense expenditures, trying to make us
think those ordinary expenditures are
now all defense expenditures and new?
They are not new.

Mr. BENDER. The gentleman is abso-
lutely right. We must use a magnifying
glass, as the Secretary of the Treasury
suggests. [Applause.]

[Here the gavel fell.]

Mr. ENUTSON. Mr. Chairman, I
move to strike out the last two words.

Mr, Chairman, I hope the gentleman
from California was not trying to indict
the Republicans in his remarks, We have
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not at any stage of the game fought a
legitimate defense program. Our op-
position to these enormous expenditures
arose almost entirely from the fact that
we objected to the “boondoggling” and
waste that has characterized the New
Deal from the time it first took office.

Mr. BUCK. Will the gentleman yield?

Mr. ENUTSON. I yield to the gentle-
man from California.

Mr. BUCK. My remarks applied to
the time the Republicans held office, not
since that time, and I was not indicting
the Republicans because they had already
been convicted.

Mr. KNUTSON. Mr. Chairman, if
the gentleman had read the newspapers,
as a Member of Congress should, to be
informed, he would know that from 1921
to 1935 we were operating under the
Treaty of Washington, whereby we
agreed voluntarily to limit all arma-
ment among the great powers. We
were living up to the treaty that was
entered into at that time. Of course, I
realize that with the New Dealers a
treaty does not mean anything unless
it carries a great big appropriation to be
spent.

Mr. REED of New York: Will the
gentleman yield?

Mr. ENUTSON. I yield to the gentle-
man from New York.

Mr. REED of New York. The gentle-
man from California is trying to indict
us Republicans for coming into power
with the enormous debt which we in-
herited, and he is criticizing us for re-
ducing the debt a billion dollars a year
and reducing taxes flve times that
amount.

Mr. KNUTSON. Yes; and the people
are going to turn to us in 1942 to wipe
out some of these red figures in the
National Budget. We will balance the
Budget.

Mr. SMITH of Ohio. Mr. Chairman, I
rise in opposition to the pro forma
amendment.

Mr. Chairman, I am not going to use
the full 5 minutes. I wish to say merely
that the bill before us today is a tragic
farce,

The proposal to raise the debt limit
from $49,000,000,000 to $65,000,000,000
cannot help but deceive the American
people. This will no doubt lead them to
believe the present Federal debt does not
exceed $49,000,000,000.

In a recent radio address I said the offi-
cially stated public debt is, roundly, $65,-
000,000,000, which includes State and
local debts amounting to about $20,000,-
000,000. But the Federal Government is
in debt for a great deal more than it gives
out in its official statement.

The truth is the Federal debt already
existing is more than $66,000,000,000, not
counting certain other debt items
amounting to more than $3,000,000,000
and not counting at least $10,000,000,000
of defense appropriations and authoriza-
tions which, though not spent, are con-
tracted for, and not offset by any taxes,
and are, therefore, just as much a part of
the debt as if the sums appropriated and
authorized were spent.

This also does not include about
$6,000,000,000 of Government-guaranteed
securities,
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The following shows the items—but
still not all of them—which under strict
accounting and in accordance with the
Federal laws must be included in the
direct Federal debt:

(1) Officially stated Federal
- (ot LR L S #45, 000, 000, 000

(3) Treasury currency in
circulation not *“se-
cured” by so-called
gold certificates
D L S R A
(4) Overstatement by the
Treasury of the gen-
eral operating fund

8, 000, 000, 000

1, 700, 000, 000
(5) U. 8. Housing Authority
appropriations and
authorizations_______
(6) Defense appropriations
and authorizations at

800, 000, 000

80, 500, 000, 000

Some of these items require explana-
tion to be understood.

Item 2. Very few people in this coun-
try know that the Treasury has up to
now not paid a single dime for the gold
it has been receiving since the gold-buy-
ing program began in 1934. The cost of
all this gold is being carried by the de-
positors of the banks. It is actually the
depositors of the banks who are paying
foreigners the high price of $35 an ounce
for their gold.

But the law does not say the depositors
of banks shall pay for the gold. It says
in the clearest words the gold shall be
paid for by the Treasury.

About $14,500,000,000 worth of gold
has been imported which is directly
chargeable to the Federal Government,
In addition, the banks are carrying lia-
bilities in the form of Fedetal Reserve
notes in the amount of abeut 5.5 billion
dollars, which, by law, are also a direct
liability of the Federal Government.

Item 3. This currency consists mostly
of silver certificates and silver coins, and
is a direct liability of the Federal Gov-
ernment because the law provides its
value must be maintained at gold parity.

Item 4, The daily Treasury statement
of the general operating fund balance
was given December 31, 1940, as, round-
1y $2,000,000,000. Actually on that date
there was less than $300,000,000 in the
general balance fund. These figures
were obtained through the General Ac-
counting Office. The difference of 1.7
billion dollars must be added to the
Federal debt.

The above debt figure of more than
$80,000,000,000 does not include about
six billions of Government-guaranteed
securities. It does not include certain
items involved in the thirty-odd lending
and spending agencies which under
proper accounting procedure should be
included as debt. It does not include
the State and local debts amounting to,
roundly, twenty billions.

It will be said the Treasury holds
twenty-two billions in gold, that this
nearly offsets the gold certificate and
Treasury currency liabilities; that, there-
fore, the officially stated debt is not al-
tered.
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But no one knows what the real value
of the gold is, nor can anyone know until
it is given back to the banks and people
and allowed to find its value in a free
market.

This is true because of the abnormally
high price which the bank depositors
have been forced to pay for this gold,
and the abnormally large amount of gold
now held by the Treasury.

Indeed, the gold hoard now held by
the Treasury and the whole gold policy
that is involved make this gold not an
asset but a menace to our entire econ-
omy. It has already caused great damage
to bank deposits and set in motion an
endless process of evil and corruption.

Anyway, until the gold is paid out to
the banks and the people the so-called
gold certificates and Treasury currency
are as much a part of the Federal debt
as Government bonds.

The public should know these facts.
They should not be misled into believing
that the raising of the debt limit to $65,-
000,000,000 means the debt is now still
under the present limit of forty-nine bil-
lions. They should know that it is al-
ready above the limit of sixty-nine bil-
lions, where this bill pretends to place it.
Therefore, this bill to raise the debt limit
has no meaning whatever.

Moreover, this whole debt process has
produced a highly diseased and danger-
ous condition in our banking system.

About 25 percent of all deposits in the
commercial banks are wholly inflation
and represent no assets or security what-
ever.

About 25 percent of the deposits are
created by the Government’s inflation-
ary scheme of deficit financing by the
simple means of depositing bonds in the
banks and checking against those bonds.

Only about 50 percent of the deposits
in the commercial banks represent actual
savings and real assets or value.

The people throughout the land should
know about all these conditions.

I believe it is the duty of all informed
persons to tell the people these facts, to
spread far and wide the whole truth
about our debt and finances. Only when
a sufficient number of the people have
been informed will it be possible to do
anything about it.

Here is the greatest threat to Amerieca,
our gigantic and ever-mounting debt, the
inflation of bank deposits, and disordered
condition of our money and credit.

The foundation of our whole economy,
of our military defense, yes, of aid to
Britain, is our finances and Treasury. In
the long run the condition of this foun-
dation will determine the effectiveness
of each and every one of these.

The future of everything we have, and
our whole way of life are now being
threatened by national bankruptcy—the
interests of labor, agriculture, and all in-
dustry; of our institutions, Government,
and liberty.

Mr. JOHNS. Mr. Chairman, I move to
strike out the last three words.

Mr. Chairman, since I have been a
Membel of Congress I have talked a great
deal about the expenditures of the Gov-
ernment and why they should be reduced.
I want to take just a moment of the time
this afternoon to talk to you about the

873

people back home who are going to have
to pay this debt, and also about the in-
vestors who may want to buy some of
these bonds. The Speaker of the House
said something here in connection with
the lend-lease bill that I think is worth
thinking about, and I quote the following
language which I wish you would think
over seriously:

Does not the gentleman fear that if we
write this amendment into the bill, carrying
the tremendous figure of $7,000,000,000, the
critics of the Congress may say, many of them
not recognizing the difference between an
authorization and an appropriation, that we
have written a blank check to the President
of the United States for §7,000,000,000?

I am wondering if we raise this limit
here from the present $49,000,000,000, by
let us say $11,600,000,000, as the gentle-
man from Tennessee has talked about
this afternoon, or if we raised it $16,000,-
000,000, what are the investors of this
country going to think about that, and
what are the people back home going to
think about the taxes they will have to
pay to meet these obligations? If we had
been thinking about economy, and if we
had talked about it more during the past
8 years and reduced the expenses of run-
ning the Government as they should have
been reduced, we would not now be talk-
ing about raising the debt limit today.

I call attention also to the fact that
the $65,000,000,000 which is required,
as they say, would not be necessary,
because the estimates ending on June
30, 1942, are $58,367,000,000, as stated
this afternoon. I cannot figure out
any reason, and I do not believe any-
body else can, for raising the debt
limit when Congress is going to be in
session next January, and probably will
be in session all of this year. I think it
would be more preferable to raise the
debt limit to $60,000,000,000 at this time,
which would be a safe figure up until
at least June 30, 1942, I think the peo-
ple of this country might appreciate that
much more than if we added another
$5,000,000,000 for contingencies. It has
been my observation here that no mat-
ter what we place the debt limit at
it does not take us very long to reach
that amount. Therefore, I hope an
amendment to that effect will be offered,
as I expect it will be, and that we will
vote for a $60,000,000,000 debt limit. I
believe that will satisfy the people back
home, without making the limit $65,-
000,000,000,

I think it would be well for the com-~
mittee to realize that we have not fully
recovered from our participation in the
last World War and we are now asked
to raise the debt limit so that we may
participate in the second. It would be
well for you to know that in 1916, just
before we entered the first World War,
the appropriation to run our Govern-
ment was $1,114,490,704.09. The interest
on our obligations for the present fiscal
year will be more than it took to run our
Government in 1916. Our public debt
in 1916, just before we entered the last
World War, was $1,225,145,568. The in-
terest item in the Budget for the fiscal
year ending in 1942 is $1,225,000,000,
within $145,000 of the amount of our
public debt in 1916. Our public aebt, at
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the close of business on February 6, 1941,
was approximately $34,000,000 less than
$46,000,000,000. To this, add the guar-
anteed obligations of the Government
amounting to approximately $6,000,000,-
000 more.

We are now asked to raise our debt
limit during peacetime. Will we be
asked to raise it again in another 2
years—or when we start fighting? We
are already in the war, as we have be-
come the munitions arsenal for the world
at the suggestion of the President of the
United States.

I think it might be well for the Mem-

bers of Congress to go home and read
a little history, especially the causes of
the French Revolution, and for a time,
at least, reflect on these causes and think
about the things that are going on in
this country at the present time that are
very similar to what took place in France
before the revolution there. In making
this statement, may I add that I do not
expect a revolution in this country. We
are supposed to be the most highly civil-
ized people in the world and the best edu-
cated, and that is one reason that we are
more tolerant and will stand more misery
than almost any other people in the
world before we resent it.
- Our deficit for the fiscal year, up to
the close of business on February 6, was
$3,166,574,328.49—within a few million
dollars of a billion dollars more than it
was at the same time a year ago. I
think it might be well for us to go slowly
with our increasing of the public debt
and give the people an opportunity to
get used to it gradually. According to
the official statements, we will only need
a debt limit of about $58,500,000,000 by
June 30, 1942, and we have plenty of
time to increase the debt limit between
now and then, if it becomes necessary.
[Applause.]

[Here the gavel fell.]

Mr. KEEFE. Mr. Chairman, I move
to strike out the last word.

Mr. Chairman, I like to be realistic
in viewing this situation. It seems to
me that we can all afford to consider
just a moment exactly what we are
proposing to do. It seems to me from
somc of the suggestions that have been
made that there is some confusion in
the minds of some people as to just
what this bill proposes.

Mr. Chairman, we have heretofore
appropriated billions of dollars to be
spent. The responsibility for these
appropriations rests with the Con-
gress, not with the Secretary of the
Treasury, Mr. Morgenthau. You have
directed the expenditure of certain
sums of money, rightfully or wrongfully.
There may be those who, like myself,
think we are now approaching the time
when we are going to be compelled to
face the prodigality of expenditure in
the past 8 years, but that is water over
the dam at the present time. That
money has been spent, and we have now
appropriated money for national defense,
which you and I have voted for. I
resent the implication contained in the
statement of the gentleman from Califor-
nia that we on the Republican side have
been reticent about voting these appro-
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priations. There has not been a dissent-
ing voice raised on the Republican side
against any appropriation for national-
defense purposes.

Mr. BUCK. Mr. Chairman, will the
gentleman yield? ;

Mr. KEEFE. I cannot yield now; just
one moment. H

The Secretary of the Treasury in ap-
pearing before the subcommitiee of the
Appropriations Committee considering
the Treasury appropriation bill was in-
terrogated upon this very question. It
seems to me the only question here before
us today is, Shall we increase this debt
limit to $60,000,000,000 or shall we in-
crease it to $65,000,000,000? Certainly,
unless the Government of the United
States is going to repudiate its obligations,
the debt limit must be increased. That
is all there is to it.

Mr. BUCK., Mr, Chairman, will the
gentleman yield?

Mr. KEEFE. I cannot yield in the
short time I have.

Mr. BUCK. The
tioned my name.

Mr. KEEFE. And I do not want to be
disturbed, either, if you please.

I have before me the testimony of the
Secretary of the Treasury in which he
estimated that the debt limit, in his
judgment, as given to our committee,
should be $55,000,000,000. You will have
an opportunity to read it when you get
these hearings of the Treasury subcom-
mittee of the Appropriations Committee.
He admits that there will be some neces-
sity for future financing due to the ap-
propriations made by this Congress. Shall
the appropriations be jumped to $65,000,-
000,000 or, as the Secretary himself
stated, will the $60,000,000,000, perhaps,
$58,000,000,000 plus, be sufficient at the
present time?

The Secretary was asked when he was
before our committee the specific ques-
tion whether or not he was advocating
a debt limit of $65,000,000,000. I ask
you to read his answer, given in reply to
an interrogation by the gentleman from
Indiana [Mr. LuoLow], the chairman of
that committee. He very definitely
stated that he was not advocating a debt
limit of $65,000,000,000, but simply
wanted to show the committee the facts.

Mr. KNUTSON. Read the statement.

Mr. KEEFE. I will ask leave to extend
my remarks, and place it in my remarks
at the proper time.

I want to be fair about this thing and
look at it realistically. I think there is
only one question as far as raising the
debt limit is concerned, and that is,
should it be jumped up to $65,000,000,000
now, or would it be sufficient to take
care of all the appropriations that can
be spent by the end of the fiscal year 1942
if you hike the debt limit to $60,000,-
000,000?

I have given careful consideration to
the testimony of the Secretary of the
Treasury, who is charged with the re-
sponsibility of floating these bonds and
providing for the financing of the Gov-
ernment, but I may say that I cannot
find anything in his testimony before our
committee which will justify the asser-
tion that we must have a debt limit of
$65.000,000,000 now. I know that it is

gentleman men-

FEBRUARY 10

coming in the future, but I believe we
should delay action in raising it above
$60,000,000,000 at the present time. [Ap-
plause.]

[Here the gavel fell.]

Mr. BUCK. Mr. Chairman, I ask that
the time of the gentleman be extended
one-half minute so I can thank him for
his extreme courtesy.

Mr. KEEFE. The gentleman has done
that without the extension.

Mr, CRAWFORD. Mr. Chairman, I
rise in opposition to the pro forma
amendment,

Mr. Chairman, I dislike to take the
time of the House, but the chairman of
the committee was gracious enough to
give me approximately 45 minutes when
this bill was before the committee for
hearings, and I wish to make three or
four comments pertaining to certain lan-
guage in the bill.

This bill does two primary things:
First, it permits us to increase the debt
limit to $65,000,000,000, and second, it
permits the Secretary of the Treasury to
sell through the Postal Service or other-
wise United States savings bonds and
Treasury savings certificates. We have
at the present time moving out of the
Treasury to the people of this country
the type of savings bond which I hold in
my hand, which are called baby bonds or
savings certificates. When the Treasury
issues these pieces of paper, they show
on their face the amount that is paid for
them and the amount of interest which
they will pay from time to time. In other
words, after this certificate has been out-
standing 60 days, the washwoman or the
bootblack or the elevator operator or the
millionaire who holds it can take it to the
Post Office, sign it on the back, send it to
the Treasury, and get back his $18.75 on
a $25 baby, bond, sold on what I would
call a discount basis, without interest.

The Secretary can sell to the Postal
Service these savings bonds or Treasury
savings certificates on an interest-bear-
ing basis or on a discount basis or on a
combination interest-bearing and dis-
count basis.

This is what I protested against before
the committee. First, the Secretary can
also issue rules and regulations to fix the
amount of savings bonds and savings cer-
tificates that may be held by any one per-
son at any time. The present law re-
stricts such holdings to $10,000 of an is-
sue in a given year. However, as I in-
terpret the language of this bill, the
Treasury can issue rules and regulations
which will permit the sale of these sav-
ings bonds or certificates to commercial
banks in sums of $50,000 or $100,000 or
$1,000,000 or $1,000,000,000, and I do not
believe we should do that. I do not be-
lieve we should dump into the portfolios
of the commercial banks of this country
savings certificates or savings bonds
where the price of that paper is guaran-
teed against decline. I am in favor, how-
ever, of guaranteeing the cost price
against decline in market value to the
people who draw out their savings to buy
this paper.

Mr. SOUTH. Mr. Chairman, will the
gentleman yield?

. Mr. CRAWFORD. 1 yield to the gen-
tleman from Texas.
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Mr. SOUTH. That matter becomes of
practically no importance, however, does
it not, since this issue of bonds is to be
taxed, whereas the income from the baby
bonds referred to is not taxable?

Mr. CRAWFORD. Oh, no; I disagree
with the gentleman, because when we
come out with a proposition of saying to
the investing committees of our commer-
cial banks and lending institutions that
when you buy Government paper we
guarantee that against market decline,
to me that is a very fundamental de-
parture from the procedure we have
heretofore followed under our capitalistic
system, and I do not believe in it, because
I think if that program is established it
will bring into the management of the
banks of this country loose policies, loose
lending policies, and eventually other ad-
ditional burdens on the Treasury of the
United States, and I think it is poor pro-
cedure and unsound procedure and I do
not think we should do it; but let me
repeat that when we sell these bonds and
savings certificates to the poor people, to
the middle class, and when we induce
them to take their savings through high-
pressure advertising campaigns, which I
understand will be put on by the Secre-
tary of the Treasury as soon as the money
is appropriated, and coerce them in that
manner or in some other manner to buy
these bonds, then I think the Treasury
should protect those small investors
against market decline and prevent ter-
rific losses such as were suffered under
the Liberty Loan purchases.

I do not know of any way we can get it
changed in this bill, but I voice my pro-
test against it just the same.
plause.]

[Here the gavel fell.]

The Clerk read as follows:

Sec. 2. (a) Section 21 of the Second Liberty
Bond Act, as amended, is further amended to
read as follows:

“Sge. 21. The face amount of obligations
issued under the authority of this act shall
not exceed in the aggregate $65,000,000,000
outstanding at any one time.”

(b) The authority granted in the following
provisions of law to issue obligations is ter-
minated:

(1) Section 82 of the act entitled “An act
to provide ways and means to meet war ex-
penditures, and for other purposes,” approved
June 13, 1898, as amended (U. 8. C., 1934
ed,, title 81, sec. 756) (authorizing the issue
of #300,000,000 certificates of indebtedness);

(2) Section 6 of the First Liberty Bond Act,
as amended (U. 8. C. 1934 ed., title 31,
sec. 7165) (authorizing the issue of $2,000,000,~
000 certificates of indebtedness); and

(3) Section 6 of the Second Liberty Bond
Act, as amended (U. 8. C. 1934 ed. title
381, sec. 757) (authorizing the issue of
£4,000,000,000 of war savings certificates).

(c) Section 301 of title III of the Revenue
Act of 1940 (54 Stat. 526) (creating a special
fund for the retirement of defense obliga-
tions) is repealed.

Mr. BOREN. Mr. Chairman, I offer an
amendment.

Mr. CROWTHER. Mr. Chairman, I
offer an amendment, which is at the
Clerk’s desk.

The Clerk read as follows:

Amendment offered by Mr. CROWTHER: On
page 1, line 8, strike out “$65,000,000,000" and
insert “$60,000,000,000.”

Mr.CROWTHER. Mr.Chairman,Ido
not think there is any necessity of making

[Ap- -
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any extended explanation of this amend-
ment. We have commented on its neces-
sity, as we look at if, in the minority re-
port and we think that it is the sensible
thing to do at this time.

Everybody in this House knows the wide
difference between an authorization and
an appropriation. The latter are the ones
that call for fresh outlays and if you will
give attention to the information given
to the commitiee by the Secretary of the
Treasury, you will find it is very doubt-
ful—and in a press statement he has said
the same thing—if the amount involved
can be spent as fast as they apprehended
in the year 1941 and the early part of
1942, and that the total necessities up
to that time will not exceed $58,000,000,-
000. Therefore we think the $60,000,000,-
000 is entirely adequate.

Mr. GIFFORD. Mr. Chairman, will
the gentleman yield?

Mr. CROWTHER. I yield to the
gentleman from Massachusetts.

Mr, GIFFORD. Does the gentleman
recall the argument here on Saturday
about the $7,000,000,000 ceiling on the
amendment offered by the gentleman
from New York [Mr. WapsworTHI,
wherein it was stated that if you pro-
vide a ceiling of $7,000,000,000, your
leaders said that they will say that we
can spend the $7,000,000,000 and then
proceed to do that? Think of that argu-
ment.

Mr. CROWTHER. Let me say that -

this $16,000,000,000, as suggested by the
proponents of this bill, does not con-
template any expenditures regarding
H. R. 1776.

Mr. GIFFORD. Buft throw their
words back into their teeth. If they set
a limit of $65,000,000,000 they will spend
up to that limit and say that there is no
need of new taxes. Why should they not
be consistent with respect to what they
said here on Saturday?

[Here the gavel fell.]

Mr. ROBERTSON of Virginia. Mr.
Chairman, I rise i’ opposition to the
amendment.

Mr. Chairman, I feel that the amend-
ment just proposed springs either from a
misunderstanding of our current com-
mitments or else it carries out the theory
of the distinguished Republican who said
in general debate here, “Let us give them
a quarter at a time, and when they spend
that they can come back for more.”

When you consider the unexpended ap-

propriations in the 1940 Budget, the ac-

tual appropriations of the 1941 Budget,
and the pending Budget for 1942 you will
find that it adds up to $64,896,000,000,
which, out of $65,000,000,000, would leave
$104,000,000 for our plan to render sub-
stantial aid to the hard-pressed democ-
racies of the world.

I have received these figures this morn-
ing from a responsible official of the
Treasury Department, and I think they
are accurate. I went to that source to get
them because you could not read our
hearings and obtain the information. I
heard all the witnesses, and I read the
hearings, and tried to add up just what
we needed by way of a debt limit, and
here are the actual figures: 2

The unexpended balance in the 1940
Budget $3,300,000,000, the 1941 Budget,
$15,100,000,000; the 1942 Budget $15,~
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065,000,000; and in this Budget we
find, on page 881, that the Bureau of the
Budget will shortly send us a supple~
mental estimate of §$3,500,000,000 for our
own national defense,

As the distinguished gentleman from
Wisconsin [Mr., KeeFel, who just spoke,
said, what has already been spent is water
under the dam. It is certainly below the
dam, and it has no bearing now on our
present situation. I am speaking, I ad-
mit, about appropriations, and when we
make an appropriation it has gone be-
yond our control, and only the executive
department can then stand between us
and the actual expenditure of that money,

Without one dollar of aid for Great
Britain we have in process of appropria-
tion $64,896,000,000, and under those cir=
cumstances it seems utterly absurd for
us to say, “No; we will give them a quar-
ter now, and when they spend that let
them come back for another quarter.”
We know that we are not going to make
any substantial savings in the Budget
that has been presented to us. Our past
experience has been that we will come
nearer exceeding the Budget than we will
reducing it, and I tell you that we have
made commitments already, when we
adopt the pending Budget, that can carry
our debt to $64,896,000,000.

Mr. COOPER rose,

Mr. ROBERTSON of Virginia. I yield
to my colleague from Tennessee,

Mr. COOPER. I invite attention to
the following statement appearing on
page 37 of the hearings. The Under
Secretary of the Treasury, Mr. Bell, made
the following statement in response fo an
inquiry by the gentleman from Ohio
[Mr. JENKINS]:

Mr. BeLL. If you take the appropriations
that are now on the books, the estimates of
appropriations which are included in the
Budget, we will need a debt limitation of ap-
proximately $63,000,000,000. And there will
be about three and one-half billion of esti-
mates submitted to the Congress for na-
tional-defense projects and other purposes
during this session; and if you add them to
the sixty-three billion, it will give you in
the neighborhood of sixty-six billion, cover-
ing appropriations already made and which
have been or will be submitted to the Con-
gress for that period.

Mr. ROBERTSON of Virginia. Mr.
Chairman, I appeal to this House: Do
not make a farce of our proposal to aid
Great Britain, and do not force us to’
come here for another debt-raising bill
when the lease-lend bill becomes a law,
as it will. I have given you the figures
of our commitment of $36,965,000,000.
Against that you can deduct receipts of
$7,013,000,000 and estimated receipts of
$8,275,000,000 for 1941 and 1942, re-
spectively; in all, $15,288,000,000, which
leaves $21,677,000,000, which, added to
the present debt of $43,219,000,000, makes
total commitments on a basis of appro-
priations of $64,896,000,000. We should
have a debt limit of $65,000,000,000.

Mr. BOREN. Mr. Chairman, I rise to
a parliamentary inquiry. I want it thor-
oughly understood that I recognize fully
the custom of members of the committee
being recognized ahead of any other
Member on the floor, not a member of
the committee. I am quite willing to
withdraw my amendment for that pur-
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pose, but as I understood it the gentle-
man from Tennessee [Mr, CooPER] rose
to make the point of order that my recog-
nition at that time was not in order. I
understood the Chair sustained the point
of order and recognized the gentleman
from New York [Mr. CrowTHER]. I
should like to be enlightened as to under
what rule of the House that point of order
is sustained after the Chair had recog-
nized me for the purpose of offering an
amendment.

The CHAIRMAN. The gentleman
from New York [Mr. CRowrTHER] is a
member of the committee reporting the
bill and, therefore, entitled to prior recog-
nition.

Mr. NICHOLS. Mr. Chairman, a par-
liamentary inquiry.

The CHAIRMAN. The gentleman will
state it.

Mr. NICHOLS. Is there a rule of the
House that gives the members of the
committee the right to recognition ahead
of other Members of the House? Is that
a rule of the House?

The CHAIRMAN. It is a procedure of
long standing.

Mr. NICHOLS.
House.

The CHAIRMAN. In the absence cf
other considerations, members of the
committee in charge of the bill are en-
titled to prior recognition. The rule is
essential to expedition in legislation and
its importance is too obvious to require
justification.

Mr. BOREN. Mr.Chairman, I move to
sirike out the last word. I want it thor-
oughly understood that I have no objec-
tion at all to withdrawing my amend-
ment and letting a minority member of
the committee offer his amendment, be-
cause I understand they are the same. I
simply wanted to be cited to the rule of
the House that weuld sustain the position
taken.

My position I can announce in a couple
of sentences. As unpleasant as the task
will be I feel that we should stop raising
debts and squarely face the problem of
raising money to pay c. o. d. for what we
‘have on order. [Applause.] I am sorry
that only gentlemen on my left seem to
agree with me, as that is where the ap-
plause comes from, but I think we should
quit thumbing a ride with the next gen-
eration and start to pay the cost of our
fare now. [Applause.]

The CHAIRMAN. The question is on
the amendment coffered by the gentleman
from New York.

The question was taken; and on a divi-
sion (demanded by Mr. CRowTHER) there
were—ayes 76, noes 133.

Mr. CROWTHER. Mr, Chairman, on
that I demand tellers.

Tellers were ordered, and the Chair ap-
pointed Mr. CRowTHER and Mr. DOUGHTON
to act as tellers.

The Committee again divided; and the
tellers reported—ayes 105, noes 148.

So the amendment was rejected.

Mr. VOORHIS of California. Mr.
Chairman, I offer the following amend-
ment which I send to the desk. ]

The Clerk read as follows:

Amendment offered by Mr. Voorais of Cali-
fornia: Page 1, line 4, strike out all of sec-

tion 2 and insert in lieu thereof the fol-
lowing:

It is not a rule of the
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“Sec, 2. (a) The Secretary of the Treasury
of the United States is hereby authorized and
directed forthwith to purchase the capital
stock of the 12 Federal Reserve banks and
branches, and agencies thereof, and to pay
to the owners thereof the par value of such
stock at the date of purchase.

“All member banks of the Federal Reserve
Bystem are hereby required and directed to
deliver forthwith to the Treasurer of the
United States, by the execution and delivery
of such documents as may be prescribed by
the Secretary of the Treasury, all the stock
of said Federal Reserve banks owned or con-
trolled by them, together with all claims of
any kind or nature in and to the capital as-
sets of the said Federal Reserve banks, it
being the intention of this section to vest in
the Government of the United States the
absolute, complete, and unconditional owner-
ship of the said Federal Reserve banks,

“There is hereby authorized to be appro-
priated, out of any funds not otherwise ap-
propriated, such sums as may be necessary
to carry out the purposes of this subsection.

“(b) The Board of Governors of the Federal
Reserve banks shall purchase from the Treas-
ury such amounts of non-interest-bearing
obligations of the United States as may be
necessary, in addition to revenue derived
from taxatlon, to provide funds for the na-
tional defense and other expenditures of the
United States for which appropriation is made
by the Congress.”

Mr. COOPER. Mr, Chairman, it is my
purpose to make a point of order against
the amendment. However, I will reserve
it, if the gentleman desires.

Mr. VOORHIS of California. I would
appreciate it if the gentleman would re-
serve the point of order.

Mr. COOPER. I reserve a point of
order against the amendment, Mr. Chair-
man.

Mr, WHITE. Mr. Chairman, I make
the point of order that the House is not
in order.

The CHAIRMAN. The House will be
in order. The gentleman from Cali-
fornia is recognized for 5 minutes.

Mr. VOORHIS of California. Mr.
Chairman, first I would like to express
my appreciation testhe gentleman from
Texas [Mr. Patman] for yielding to me, to
the gentleman from Tennessee [Mr.
Coorer] for reserving the point of order,
and to the gentleman from Idaho [Mr.
WaITE] for asking for order.

There is only one major point that I
shall make.

Before I make my major point, let me
say that I wish this bill could be con-
sidered in two parts. This is an epoch-
making bill in that it contains provision
for taking away the tax-exemption fea-
ture from Federal securities. I think we
are taking an important step, and one
that should be taken. I am for that por-
tion of the bill. I wish we had far more
time, however, in which to discuss it.

The one major point which I shall
make—and I beg the House to please
listen for only 4!2 minutes—is this:
Whenever credit or money is created
against the resources of a whole nation,
that credit creation should be performed
by a public body and without the con-
traction of an interest burden or an in-
terest-bearing debt. My amendment is
designed for that purpose. Various gen-
tlemen continuously make the point that
the Federal Reserve banks do, to all in-
tents and purposes, belong to the Gov-
ernment. As a matter of fact, of course,
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the United States Government owns not
one penny of the stock of these institu-
tions. But if the gentlemen persist in tak-
ing the position which they do, then why
not purchase for $136,000,000 the cap-
ital stock of those 12 central institutions?
At present those 12 central banks create
credit, and with that credit they pur-
chase not only the paper of member
banks but also the interest-bearing obli-
gations of the United States. Those
bonds of the United States can, under
present law, be-used as security for an
issue of Federal Reserve notes, and those
notes are obligations of the United States,
though issued by and for the benefit of
private banks. Hence, when the Federal
Reserve banks buy interest-bearing bonds
of the United States, they obviously buy
them with the credit of the people of
the United States and of the Government
itself.

I have here a paper by Mr. Golden-
weiser, chief research expert of the Fed-
eral Reserve Board, entitled “The Nature
of the Federal Reserve Banks,” in which
he says:

A Reserve bank, on the other hand, derives
the funds available for its loans and invest-
ments from powers conferred upon it by Con-
gress.. The capital it has is prescribed by
Congress and constitutes a small part of the
funds at its disposal. The other source of
funds of the Reserve banks is its power to
issue notes and to accept and create deposits.

Note, please, the words “create de-
posits.” It is with these created deposits
that bonds of the United States are
bought.

My contention is that if any institu-
tion in the United States is to enjoy the
right to create credit, to create deposits,
in order to purchase the obligation of the
whole American people, that institution
should be a public institution; that now,
while we are attempting to marshal the
resources of the Nation in a great defense
program—manpower, industry, agricul-
tural resources—all over the country, we
should at least retain the right to use
the credit of our own people without the
necessity of paying interest on it.

To those gentleman who have objected
that they do not want to raise the debt
limit as we are doing in this hill, let me
remind you if you do not want to raise
the debt limit as we are doing in this bill,
I offer you here an alternative which is
necessary for you fo consider.

May I read you the concluding para-
graph from an article in the Atlantic
Monthly, entitled “Living by Deficit”? It
is a very worth-while article by Prof.
Harold M. Fleming. It reads as follows:

Among the questions on which we need
adventurous thinking is how to crystallize
the new circumstances into actual formal
machinery such as we had with the gold
standard, Another is whether, in order to
avoid the indefinite accumulation of debt
service, the Government might not defray
some of its deficits with non-interest-bearing,
legal-tender notes. The inhibition on them
used to be their danger to the gold standard.
The inhibition today would be their effect on
commodity prices. That might be a fruit-
ful subject for economic speculation, if a
path could be cleared to it through the clut-
terings of outmoded monetary preconceptions.

May I underline the words “indefinite
accumulation of debt service,” and “clut-
terings of outmoded monetary precon-
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ceptions.” It is time, gentlemen, for us
to think and to think hard.

May I say, in conclusion, that you have
your choice between contracting and
interest-bearing debt or a non-interest-
bearing debt any time you want to make
that choice. The provisions of section 2
of this bill are not the only answers to
our problem.

The danger of inflation is one which
can always be forestalled by proper meas-
ures of taxation. And that is the best
method of all to use. Inflation takes
place when you put money in circulation
faster than commodities are flowing
through your factories and off of your
farms, and through the markets of the
Nation. And inflation will come even
more certainly if you insist on basing your
money on interest-bearing debt, than if
you put it in circulation without contract-
ing interest-bearing debt. For the great-
est incentive to inflation in all the world
is an interest-bearing debt which a people
begins to regard as insupportable.

Sound money is money which continu-
ously buys, year after year, approximately
the same amount of real goods. This is
all that matters, and you can have
sounder money if you base it directly on
the credit of a great nation than you can
if you base it on an interest-bearing debt.

I wish I had an hour to speak. I could
use the hour, I am sure, with profit. For
in my opinion, the very future of our
constitutional democracy depends upon
our willingness to think and act with
vision and courage about this central
problem of our monetary system.

[Here the gavel fell.l

Mr, COOPER. Mr. Chairman, I make
a point of order against the amendment,.

Mr, WHITE rose.

The CHAIRMAN. Does the gentleman
from California care to be heard on the
point of order?

Mr. VOORHIS of California.
briefly, if T may.

The CHAIRMAN. For what purpose
does the gentleman from Idaho rise?

Mr. WHITE. Inview of the time taken
by interruptions, I ask unanimous con-
sent that the gentleman be allowed to
proceed for 5 additional minutes.

Mr. VOORHIS of California. I would
not ask for that, Mr. Chairman, but I
would like to be heard for about 2 minutes
on the point of order.

The CHAIRMAN. The Chair will hear
the gentleman on the point of order.

Mr. VOORHIS of California. Mr.
Chairman, it occurs to me——

Mr. COOPER. Mr, Chairman, has the
gentleman from California concluded his
statement in support of his amendment?

Mr. VOORHIS of California. There is
a great deal more I could say on this
subject, but I have concluded for the time
being.

Mr. COOPER. Mr. Chairman, I make
8 point of order against the amend-
ment offered by the gentleman from Cali-
fornia on the ground that it is not ger-
mane either to the section to which of-
fered or to the bill. There is certainly
nothing in the bill that would justify or
authorize an amendment of this kind pro-
viding for the purchase of stock in the
Federal Reserve System, and the many
other matters contained in the amend-

Very
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ment that are entirely foreign to the bill
under consideration.

The CHAIRMAN. The gentleman
from Tennessee makes the point of or-
der against the amendment that it is not
germane either to the bill or to the sec-
tion where offered. Does the gentleman
from California desire to be heard on the
point of order?

Mr. VOORHIS of California. I do.

The CHAIRMAN. The Chair will hear
the gentleman briefly.

Mr. VOORHIS of California. Mr.
Chairman, my amendment provides only
two things, not “many other things.”
It provides first for the purchase of the
12 Federal Reserve banks. The reason
this is included in the amendment is
to make more orderly the carrying out
of the second portion of the amendment
providing for the purchase by the Fed-
eral Reserve Board of non-interest-bear-
ing obligations of the United States
Treasury.

In view of the fact that this bill pro-
vides for an increase in the debt limit
for the purpose of enabling us to finance
our Government and the expenditures
the gentleman from Tennessee so ably
pointed out to us, it seems to me it is a
germane proposal to suggest, as I have
done in this amendment, an alternative
method of accomplishing precisely the
same purpose,

The 12 central Federal Reserve banks
are to be purchased for the purpose of
implementing the method of securing
credit which is described in the second
portion of my amendment which states
that the Federal Reserve Board shall
purchase non-interest-bearing obliga-
tions from the Treasury.

This amendment it appears to me has
as much germaneness to the central
problem dealt with in this bill as an
amendment could possibly have.

The CHAIRMAN (Mr. Cannvon of Mis-
souri). The amendment offered by the
gentleman from California clearly treats
of matters not under consideration in
the bill and is therefore subject to a point
of order.

The point of order is sustained.

Mr. PATMAN. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:

Amendment offered by Mr. PATMaN: On
page 1, line B, after the quotation marks, add
the following: “Provided, however, That the
Becretary of the Treasury may in his dis-
cretion issue non-interest-bearing obligations
of the United States instead of interest-
bearing obligations to provide all or any of
the funds for national defense and shall de-
liver them to the Board of Governore of the
Federal Reserve banks and the Board of Gov-
ernors of the Federal Reserve banks shall pur-
chase such non-interest-bearing obligations
50 issued at par or face value.”

Mr. COOPER. Mr. Chairman, I reserve
a point of order against the amendment.

The CHAIRMAN. The gentleman
from Tennessee [Mr. CooPER] reserves a
point of order against the amendment.

The gentleman from Texas [Mr, Par-
MaN] is recognized for 5 minutes in
support of his amendment.

DISCRETIONARY AMENDMENT

Mr. PATMAN. Mr. Chairman, this
proposed amendment makes the issuance
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of non-interest-bearing obligations dis-
cretionary with the Secretary of the
Treasury.

Anyone can safely vote for this amend-
ment. No one ever appeared before this
House more sincerely and earnestly be-
lieving in the correctness of his position
than I appear before you now. I know,
however, that many Members have not
given this question study. Those who are
selfishly interested very quickly con-
demn anyone with a stock phrase who
attempts to expose the greatest of all
rackets.

This amendment is prepared in a way
that will allow the Secretary of the
Treasury to issue non-interest-bearing
obligations and turn them over to the
Federal Reserve Banking System and re-
ceive in return therefor credit which is
used today in the same way and manner
as the interest-bearing bonds are issued.
Thus we save the Government a great
deal of money. It is perfectly sound.
No one can contend it is unsound. If
the interest-bearing bonds are inflation-
ary, this would be inflationary. This is
no more inflationary than any other sys-
tem we have used, so we can run no risk
at all by adopting this amendment. The
only assurance we shall probably have
by its adoption is that the other body,
when this question is referred to the ap-
propriate committee, will give serious
consideration to what we have recom-
mended. In other words, it is an alterna-
tive method that may be used in the dis-
cretion of the Secretary of the Treasury.
There is nothing compulsory about it.
Now let me tell you how far this goes.

This bill we are considering means
$130,000,000,000, not $65,000,000,000. By
the time you pay long-term bonds you
pay twice as much. That means you pay
as much in interest as you pay in prin-
cipal. I say it is wrong for that to be
done. I say it was never intended that
this Government should pay interest on
its obligations or that it should issue
promises to pay that bear interest. It
is not required to do it; it is not neces-
sary; and I personally believe that I
would be negligent in my duties as a
Member of this distinguished body if I
did not insist on non-interest-bearing
obligations being issued instead.

The Treasury Department has the Bu-
reau of Engraving and Printing under its
jurisdiction. The Bureau prints both
kinds of obligations, one non-interest-
bearing Federal Reserve notes and the
other interest-bearing Government se-
curities. The Treasury sells the interest-
bearing obligations to bidders for them
and delivers to the banks and the Fed-
eral Reserve System especially the non-
interest-bearing obligations to buy them
with, If anybody in this House will ex-
plain to me how that is logical or reason-
able I will never open my mouth again
about it. You cannot do it, because it
is neither logical nor reasonable, It is
imbecilic.

Mr. THOMAS F. FORD. Mr. Chair-
man, will the gentleman yield?

Mr, PATMAN, I yield.

Mr. THOMAS F. FORD. Some of the
obligations issued by the Treasury bear
3 percent interest, others one-eighth of 1
percent. Is there any difference in the
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basic value of the obligation that bears
one-eighth of 1 percent and that which
bears 3 percent?

Mr. PATMAN. None at all. The obli-
gations differ, of course, in the matter of
maturity dates, the date is different, but
that is all, the security is the same.

Mr. THOMAS F. FORD. That is the
only difference.

Mr. PATMAN. On non-interest-bear-
ing obligations and on interest-bearing
obligations there is exactly the same
security behind each, the credit of this
Nation., So why should we farm the
credit of this Nation out absolutely free
and without any cost whatsoever to the
private banks and the corporations
owned by the private banks of this coun-
iry? It is absolutely idiotic, Mr. Chair-
man, and no person can justify it with
logic and reason.

Mr. BEITER.
yield?

Mr. PATMAN. I yield to the gentle-
man from New York.

Mr. BEITER. If the gentleman’s
amendment is adopted it will save the
taxpayers of the country a tremendous
amount of money. Do€s the gentleman
believe it would also increase the rate
upon deposits in the banks for individ-
uals?

Mr. PATMAN. Of course, you cannot
do that. We passed a law making it
unlawful for the banks to pay interest
on demand deposits. You would put a
banker in jail if he paid interest on de-
mand - deposits. We also passed a law
that the Federal Reserve Board would
fix the maximum rates on time deposits
of the bank, and they fixed that rate
very, very low, so that responsibility is
upon us and the banks cannot change
it. But the banks do own $20,000,000,-
000 of bonds that they have created out
of thin air.

Mr. Chairman, I ask that this amend-
ment be agreed to.

[Here the gavel fell.]

Mr. COOPER. Mr. Chairman, I make
a point of order against the amendment
offered by the gentleman from Texas
[Mr. Patman], on the ground it is not
germane, and I invite the attention of
the Chair especially to the latter part of
the gentleman’s amendment. I concede
the first part of the amendment which
directs the Secretary of the Treasury to
do certain things as specified would be
in order, but under the well-established
principle that if any part of the amend-
ment is subject to a point of order, of
course, the entire amendment is subject
to a point of order.

I especially invite the attention of the
Chair to the latter part of the amend-
ment which provides:

The Federal Reserve banks and the Board
of Governors of the Federal Reserve banks
ghall purchase such noninterest-bearing ob-
ligations so issued at par or face value.

This clearly places upon the Federal
Reserve bank a mandatory duty and re-
sponsibility which is not embraced with-
in the provisions of the bill and it is not
contemplated under the provisions of
this bill. Indeed, such a provision as that
should properly, and would have to, come
from the Banking and Currency Com-

Will the gentleman

CONGRESSIONAL RECORD—HOUSE

mittee. It would not be within the juris-
dicticn of the Commiitee on Ways and
Means.

I therefore respectfully submit that
the amendment is subject to the point of
order.

The CHAIRMAN (Mr. CanNoN of Mis-
souri). Does the gentleman from Texas
desire to be heard?

Mr, PATMAN. Mr. Chairman, I would
like to be heard on the point of order.

Mr. Chairman, this section deals with
the issuance of securities for the purpose
of raising the funds necessary to provide
for our national-defense program, and
for other purposes. Under this provision
there is nothing said about interest-bear-
ing obligations or non-interest-bearing
obligations. In fact, some obligations are
issued at a negative rate of interest for a
very short term, it is true. It does not
deal with interest rates at all. It deals
with the issuance of obligations.

The Federal Reserve Banking System
has a right and the sole and exclusive
right of issuing only one type of United
States Government securities. That type
of Government security that the Federal
Reserve banks have the sole and exclusive
right to issue is what is known as the Fed-
eral Reserve note, one type of Govern-
ment obligation which circulates freely
every day as money.

This amendment merely provides that
the Secretary of the Treasury, who by the
way authorizes the issuance of these Fed-
eral Reserve notes—they are delivered to
the Secretary of the Treasury and he in
turn delivers them to the Federal Reserve
banks—shall issue non-interest-bearing
bonds instead and deliver those bonds to
the Federal Reserve Banking System.
The Federal Reserve Banking System will
then deliver back to him some of the very

same securities that he has theretofore |

delivered to the Federal Reserve Banking
System or give the proper credit on the
bocks which may be checked on. It is a
detail for the purpose of carrying into ef-
fect the object of the amendment, which
is the same object proposed in the bill,
There is no difference. One is the pay-
ment of interest and the other is the is-
suance of non-interest-bearing securities
which will not provide for the payment of
interest, and I insist, Mr. Chairman, that
the amendment is in order.

The CHAIRMAN. The Chair is ready
to rule.

The fact that an amendment and the
provision in the bill to which the amend-
ment is offered have a common purpose
and are directed toward the same objec-
tive is not conclusive.

The amendment proposed by the gen-
tleman deals with a subject to which
there is no reference in the text to which
offered, and is, therefore, not germane
to the hill.

The Chair sustains the point of order.

Mr. PATMAN. Mr. Chairman, I offer
another amendment.

The Clerk read as follows:

Amendment offered by Mr, PaATman: Page 1,
at the end of the period and quotation marks
in line 8, insert the {following: “Provided,
however, That any such obligations so issued
shall not afford an investment yield in ex-

cess of 3 percent per annum, compounded
semiannually.”
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SMALL PUECHASERS WILL HAVE LIMIT ON
AMOUNT OF INTEREET THEY RECEIVE EUT NO
SUCH LIMIT ON LARGE FURCHASERS

Mr. PATMAN. Mr. Chairman, if you
will notice the bill, page 3, lines 21 to 25,
inclusive, the savings-bond and savings-
certificate holders may not receive more
than 3-percent interest. That is for the
little man. They involve small loans.
Now, it occurs to me that in the case ot
small loans there would be more reason
for the granting of a higher rate of in-
terest than there would be in the case of
the much larger loans. So I desire fo
place some limitation as to interest on
the big bonds and securities that the
members of this committee themselves
are placing on the savings bonds and
certificates sold to individuals or the pub-
lic in smaller amounts.

I believe that one of the objects of this
bill—and I do not claim there is any
impure motive involved in it—and one
of the main reasons that many of the
people are advocating this bill is for the
purpose of causing high interest rates.
I refer to that part that will cause taxes
to be paid on Government securities
hereafter issued.

I have good reasons for that belief.
you can take your own Government sta-
tistics and look back over a period of years
and you will discover that all interest
rates follow Government securities. It
is true that Government securities are
much lower, but there is a definite and a
constant spread representing the differ-
ence between the amount paid on Gov-
ernment securities and the amount paid
by farmers and home owners and indi-
viduals. So this provision, section 4, will
have a tendency to raise interest rates.
Therefore, I ask that you place a ceiling
on this interest rate, the same kind of
ceiling that the committee has placed as
to the purchasers of the savings bonds
and the savings certificates. I cannot see
for the life of me why the committee
would object to that. Are you going to
say that the small man cannot receive
more than 3 percent, but you are going to
leave it wide open to where the big man,
who would normally receive a lower
rate, could receive 4 and 5 and 6 percent?
I cannot see any reason why the com-
mittee would oppose it, and I hope the
committee will adopt this amendment.
[Applause.]

Mr. DOUGHTON. Mr. Chairman, I
rise in opposition to the amendment.

Mr. Chairman, the amendment offered
by the gentleman from Texas is ade-
quately taken care of in the bill. I feel
that there is no reasen for such an
amendment. Therefore, I ask for a vote.

Mr. PATMAN, Mr. Chairman, will the
gentleman yield?

Mr. DOUGHETON. I yield to the gen-
tleman from Texas.

Mr., PATMAN. Is it not a fact that
the 3-percent ceiling applies only to the
bonds and certificates you are issuing that
will be sold to the public, such as were
sold in the Liberty Loan drive during the
war, and that the limitation you are
placing on them of not to exceed 3 per-
cent does not apply to the other securities
referred to in section 2? If I am mis-
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taken about that, of course, I would not
ask for the amendment.

Mr. DOUGHTON. I may say to the
gentleman that the 3-percent limitation
applies only to the two types of securities
authorized by section 3 of the bill. These
securities are United States savings bonds
and United States Treasury savings cer-
tificates which section 3 provides for.
This limitation is the same as the interest
limit placed on baby bonds in the orig-
inal act.

Mr., PATMAN. Does the gentleman
believe that the same limit applies to
those other bonds?

Mr. DOUGHTON. It applies only to
those to which it is specifically related,
ga.mely, the two types authorized by sec-

ion 3.

The CHAIRMAN. The question is on
the amendment offered by the gentleman
from Texas.

* 'The amendment was rejected.

Mr. EDWIN ARTHUR HALL. Mr.
Chairman, I offer an amendment.

The Clerk read as follows:

Amendment offered by Mr. EDwIN ARTHUR
Hari: On page 1, line 8, after the period, and
before the quotation marks, Insert “Con-
gress hereby declares that under conditions
existing on the enactment of the Public Debt
Act of 1941 all necessary expenditures of the
Federal Government can be made and there-
after continue to be made without further
increasing the amount of such obligations
which may be outstanding at any one time;
and unless the President by proclamation
declares that such conditions have materially
changed and that a further increase in such
amount s necessary by reason of such
changed conditions, the President in making
estimates for appropriations shall limit such
estimates, and the various departments, agen-
clies, and instrumentalities of the United
States shall administer appropriations, In
such manner as will not require a further
increase in such amount.”

Mr. COOPER. Mr. Chairman, I re-

serve a point of order against the amend-
ment,
Chairman, there is nothing complicated
about this amendment. It is simply a
clear-cut opportunity for every Member
to go on record as to whether or not he
is in favor of raising the debt limit be-
yond $65,000,000,000 under the existing
conditions. I question very much
whether anything else could have been
provided for under the existing debt
total—that is, the total which will exist
after this bill is voted upon. Certainly,
every exigency has been anticipated as
far as civil expenditures go, and from
the standpoint of military expenditures
I cannot conceive of allowing very much
more at the present time. Everything
has been taken care of. For this reason,
I believe it is high time that this Con-
gress went on record as being absolutely
determined to curtail any further ex-
penditures or going into debt any fur-
ther at this juncture.

There is a provision in this amend-
ment that in the event conditions seri-
ously change, enough to warrant any
increase in the debt limit, the President
by proclamation can issue a call to the
Congress and demand that considera-
tion be given to an increase, However,
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this is an opportunity, Mr. Chairman,
for every Member of the Congress at
this time to put his foot down once and
for all on going into debt beyond the
$65,000,000,000. This is a most serious
period. I have many times maintained
that the first line of our country’s de-
fense is our financial security. Where
the limit is, I do not know. Just how
far the debt limit can be stretched is a
matter of conjecture. Certainly, I have
never run across any individual who
could tell. There is one certainty, how-
ever, that we cannot keep on indefinitely
going into the red without the danger of
inflation raising its dragon head.

Mr. WOLCOTT. Mr. Chairman, will
the gentleman yield?

Mr, EDWIN ARTHUR HALL. I yield
to the gentleman from Michigan.

Mr. WOLCOTT. May I say that the.
expert testimony before the Committee
on Banking and Currency in 1933 was
that if we ever approached $40,000,000,000
as the national debt, we should do so
with caution, otherwise we would be in
a condition of semibankruptey.

Mr. EDWIN ARTHUR HALL. Ithank
the gentleman for that observation. TItis
absolutely true. It is further true that
we have provided for just about every
exigency that can possibly be imagined,
Now, for the second time in 7 months, we
are faced with the problem of increasing
the debt limit. Therefore this will cre-
ate a precedent for going further into the
hole on the slightest pretext in the future.

I ask the consideration of the entire
membership on this amendment, if the
gentleman from Tennessee will be kind
enough not to insist on his point of order.

By pegging for all time the amount at
which the country is to stop, look, and
listen, and to find other methods of
financing our gigantic expenditures be-
sides by deficit we will be doing our people
a service that will go down in history as
a definite step in saving the fiscal struc-
ture of our Nation.

The CHATRMAN. Does the gentleman
from Tennessee insist on his point of
order?

Mr. COOPER. Mr. Chairman, I make
the point of order against the amend-
ment that it is not germane, In the first
place, it is a stump speech that has no
place on any hill of this importance.
Further, I invite the attention of the
Chair to the fact that it seeks to bind
future Congresses irrevocably, which is
absurd, of course. Also, the amendment
seeks to place certain duties on the Pres-
ident of the United States which are not
contemplated under this bill or even dealt
with in this bill.

The CHAIRMAN. The point of order
is sustained.

The Clerk will read.

The Clerk read as follows:

Sec. 8. Section 22 of the Second Liberty
Bond Act, as amended (U. 8. C,, title 31, sec.
757c), Is amended to read as follows:

“SEc. 22, (a) The Secretary of the Treasury,
with the approval of the President, i{s author-
ized to issue, from time to time, through the
Postal Service or otherwise, United States
savings bonds and United States Treasury
savings certificates, the proceeds of which
shall be avallable to meet any public expendi-
tures authorized by law, and to retire any
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outstanding obligations of the United States
bearing interest or issued on a discount
basis. The various fssues and series of the
savings bonds and the savings certificates
shall be in such forms, shall be offered in
such amounts, subject to the limitation im-
posed by section 21 of this act, as amended,
and shall be issued in such manner and sub-
Ject to such terms and conditions consistent
with subsections (b), (c), and (d) herect,
and including any restrictions on their trans-
fer, as the Secretary of the Treasury may from
time to time prescribe.

“(b) Savings bonds and savings certificates
may be issued on an interest-bearing basis,
on a discount basis, or on a combination
interest-bearing and discount basis and shall
mature, in the case of bonds, not more than
20 years, and in the case of certificates, not
more than 10 years, from the date as of which
issued. Such bonds and certificates may be
sold at such price or prices, and redeemed
before maturity upon such terms and condi-
tions as the Becretary of the Treasury may
prescribe: Provided, That the interest rate
on, and the issue price of, savings bonds and
savings certificates and the terms upon which
they may be redeemed shall be such as to

, afford an investment yield not in excess of

3 percent per annum, compounded semi-
annually. The denominations of savings
bonds and of savings certificates shall be
such as the Becretary of the Treasury may
from time to time determine and shall be
expressed in terms of their maturity values.
The Becretary of the Treasury is authorized
by regulation to fix the amount of savings
bonds and savings certificates that may be
held by any one person at any one time.

“{c) The Becretary of the Treasury may,
under such regulations and upon such terms
and conditions as he may prescribe, issue,
or cause to be issued, stamps, or may provide
any other means to evidence payments for
or on account of the savings bonds and sav=-
ings certificates authorized by this section,
and he may make provision for the exchange
of savings certificates for savings bonds.

“(d) The provisions of section 7 of this
act, as amended (relating to exemptions from
taxation), shall apply to savings bonds iesued
before the effective date of the Public Debt
Act of 1041. For purposes of taxation any
increment in value represented by the differ-
ence between the price paid and the redemp-
tion value received (whether at or before
maturity) for savings bonds and savings
certificates shall be considered as interest.
The savings bords and the savings certifi-
cates shall not bear the circulation privilege.

“(e) The appropriation for expenses pro=-
vided by section 10 of this act and extended
by the act of June 16, 1821 (U. 8. C,, title 31,
secs. 760 and 7T61), shall be available for all
necessary expenses under this section, and
the Secretary of the Treasury is authorized to
advance, from time to time, to the Postmaster
General from such appropriation such sums
as are shown to be required for the expenses
of the Post Office Department, in connection
with the handling of savings bonds, savings
certificates, and stamps, or other means pro-
vided to evidence payment therefor.

“(f) No further original issue of bonds
authorized by section 10 of the act approved
June 25, 1910 (U. 8. C., title 39, sec. 760), shall
be made after July 1, 1935.

“(g) At the request of the Secretary of the
Treasury the Postmaster General, under such
regulations as he may prescribe, shell require
the employees of the Post Office Department
and of the Postal Service to perform, without
extra compensation, such fiscal agency serv=-
ices as may be desirable and practicable in
connection with the issue, delivery, safe-
keeping, redemption, or payment of the sav=
ings bonds and savings certificates, or In
connection with any stamps or other means
provided to evidence payments.”
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Mr. PATMAN. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:

Amendment offered by Mr. PATMAN, page 3,
line 12, after the period following the word
“prescribe”, add the following: “Provided,
however, That savings bonds and savings cer-
tificates shall be redeemable at any time be-
fore maturity and after 60 days after the
date of issue on demand at any bank or
trust company the deposits of which are iIn-
sured by the Federal Deposit Insurance Cor-
poration. The redemption price shall be not
less than the amount paid for such savings
bond or savings certificate plus interest to
the first day of the month preceding the
month during which redemption occurs. The
Becreiary of the Treasury shall reimburse any
such bank or trust company for amounts dis-
bursed for redemption under this section.”

PROTECT THE SMALL PURCHASER

Mr:. PATMAN. Mr. Chairman, I de-
sire to invite your attention to the fact
that this bill originally had a provision
in it which would entice the money from
the Postal Savings into this new type of
security that is to be issued. That pro-
vision was left out of this bill because
the Treasury discovered they could do it
anyway. I objected to this provision
without proper safeguards when I ap-
peared before the Ways and Means
Committee on the bill, January 30, 1941.
Sc we know that one of the intentions
of those who would carry on this pro-
gram is to make an offer to those who
have postal savings to the amount of
$1,200,000,000 today that will be so at-

tractive that they will withdraw those

postal savings and invest them in these
new types of bonds and certificates, All
right; I do not object to that. It is
perfectly all right with me, but there is
another provision in this bill which says
that the Secretary of the Treasury may
prevent the transfer of these bonds and
certificates that they purchase. In
other words, after they get their money
out of Postal Savings and invest it in
this new type of securities, the Secre-
tary of the Treasury can then freeze
them exactly where they are. They
will not be negotiable, they cannot be
transferred, and you will have that
much frozen funds in every community
in this Nation. So, I offer an amend-
ment which provides that they may,
since they can be frozen in their hands,
do exactly as they can do under existing
law. After 60 days’ notice they can
take these bonds and securities to any
bank whose deposits are insured by the
Federal Deposit Insurance Corporation
and turn in these bonds and savings
certificates and receive their money for
them, 100 cents on the dollar, plus the
accrued interest.

There is nothing wrong about the pro-
posal, They can do it now substantially
under existing law. So why entice them
to take their money from an agency
where they can redeem their savings at
any time and put their funds into an-
other investment where they can be
frozen. It is not in the interest of this
country that this be done and it should
not be done. These funds should be
liquid and therefore this amendment, in
order to assure their liquidity, should ke
adopted.
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Mr. BEITER. Mr. Chairman, will the
gentleman yield?

Mr, PATMAN. I yield.

Mr. BEITER. In the colloquy that oc-
curred a few moments ago between the
gentleman from Texas and the chairman
of the Ways and Means Committee, did
I understand that the gentleman’s
amendment was taken care of according
to the opinion of the legislative counsel?

Mr. PATMAN. I was assured by the
chairman of the Ways and Means Com-
mittee that the legislative counsel had
informed him that the same ceiling ap-
plied on the other securities as on the
savings bonds and savings certificates.

Mr. DOUGHTON. If the gentleman
will permit, I would like to clear up that
misunderstanding. The ceiling men-
tioned does not apply to the other securi-
ties—only to those specifically provided
for in section 3.

Mr. PATMAN. I think the gentleman
should agree to the amendment, then,
because he certainly weould not want to
be placed in the position of not letting
an amendment be adopted——

Mr. DOUGHTON. The gentleman can
have another vote on it if he wants to.

Mr. PATMAN., Because I believe the
same ceiling would apply to both those
sold to the public and those sold to the
banks.

Mr. DOUGHTON. If the gentleman
thinks his amendment would be adopted,
I have no chjection to another vote.

Mr. BEITER. I think the chairman’s
statement certainly had some influence
on the membership of the House, and I
believe the gentleman is entitled to a
vote on it.

Mr. DOUGHTON. That is all right,
because I would not want to do the gen-
tleman any injustice.

Mr. PATMAN. I hope the gentleman
will accept this amendment, which will
give these people a liquid market for
their bonds and not permit at any time
the funds to be frozen in their hands.
I hope the Committee will accept this
amendment.

Mr. DUNCAN. Mr. Chairman, I rise
in opposition to the amendment.

Mr. Chairman, if this amendment were
adopted it would destroy the very purpose
for which this bill is passed, that is the
raising of money with which to meet the
Treasury obligations. In other words,
these bonds would become legal tender
and 60 days after issue when they have
been acquired by the purchasers it would
be necessary for the Treasury Depart-
ment to have on deposit a sufficient
amount of money not only to meet the
face value of these bonds, but also to
meet the obligation of accrued interest.
Therefore, every 60 days there would have
to be a sufficient amount of additional
bonds sold to be ready to redeem the
bonds that were issued 60 days before
that. It seems to me it would be decid-
edly inflationary if an enormous sum of
money could be put into circulation in
this manner. The amendment is per-
fectly plain as to what its effects would
be upon the whole program and I ask
that it be defeated.

- Mr. COOFPER. Mr. Chairman, will the
gentleman yield?
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Mr, DUNCAN. I yield.

Mr. COOPER. I will ask the gentle-
man if it is not true that for all prac-
tical purposes this would make these
bonds just about the same as currency?

Mr. DUNCAN. Practically the same
thing.

Mr. COOPER. And, furthermore, how
can you require these local banks to pay
these bonds every time they are presented
tak:; them? Maybe they do not want to do
that.

Mr. PATMAN. Mr. Chairman, will the
gentleman yield?

Mr, DUNCAN. Yes,

Mr, PATMAN. The amendment pro-
vides that the banks will have to reim-
burse, and they should render service.
The Government is rendering service to
every bank that has deposits that are in-
sured, and the Government paid for the
initial capital for that purpose. The
banks should be willing to render some’
Service,

Mr. DUNCAN. I think that would be
a matter that the banks could determine
for themselves. - I ask for a vote.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from Texas.

The amendment was rejected.

The Clerk read as follows:

Sec. 4. (a) Interest upon, and gain from
the sale or other disposition of, obligations
issued on or after the effective date of this
act by the United States or any agency or
instrumentality therecf shall not have any
exemption, as such, and loss from the sale
or other disposition of such obligations shall
not have any special treatment, as such,
under Federal tax acts now or hereafter
enacted; except that any such obligations
which the United States Maritime Commis-
sion or the Federal Housing Administration
has, prior to the effective date of this act,
contracted to issue at a future date, shall
when issued bear such tax-exemption priv-
ileges as were, at the time of such contract,
provided in the law authorizing their issu-
ance. For the purposes of this subsection a
Territory, a possession of the United States,
and the District of Columbia, and any polit-
ical subdivision thereof, and any agency or
instrumentality of any one or more of the
foregoing, shall not be considered as an
agency or instrumentality of the United
States.

(b) The provisions of this section shall,
with respect. to such obligations, be con-
sidered as amendatory of and supplementary
to the respective acts or parts of acts author-
izing the issuance of such obligations, as
amended and supplemented.

Mr. PATMAN. Mr, Chairman, I offer
the following amendment, which I send
to the desk,

The Clerk read as follows :

Amendment offered by Mr. Patman: Page
5, at the end of section 3, strike out all of
section 4, commencing with line 20, page 5,
and ending with line 12, page 6.

TAXING FEDERAL SECURITIES BY FEDERAL GOVERN-
MENT ONLY

Mr. PATMAN. Mr. Chairman, this is
a question of taxing Federal securities
only by the Federal Government. This
provision alone would not mean a great
deal. I doubt if it would mean enough
even to have a controversy over it; but
I know what the object is, as expressed
by the Secretary of the Treasury before
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the committee. This is just getting the
camel’s nose under the tent. He frankly
admits that—that the object next is to
bring in 2 bill that will tax State, munici-
pal, and other political-sibdivision se-
curities. That is the real object, and
then the tax will be levied not only by the
Federal Government, but will also permit
the States that levy an income tax fo
levy a tax on them, too. I can see in
that a great evil and a disadvantage and
harm to the people. I cannot see in it
sufficient benefits. I can see some bene-
fit, it is true, but I cannof see in it suffi-
cient benefits to justify this provision,
which is a forerunner to the taxing of
all of the other securities and by States
as well as the Federal Government.

Mr. COOPER. Mr. Chairman, will the
gentleman yield?

Mr. PATMAN. Yes.

Mr. COOPER. I am afraid I mis-
understood the gentleman. Did the
gentleman say that this authorizes the
States and the municipalities to tax
Federal securities?

Mr., PATMAN. I said it did not. I
said, however, eventually that is what
this is leading to. This provision of the
bill would not mean anything as it is,
because the interest that you pay extra
because of the taxing provision would be
much more than the tax that you would
get back, so that you would just be pay-
ing out under it a large amount and
bringing back from the tax collector a
small part of it. _

Many people for a number of years
have advocated this thing, because they
know it will harden or increase interest
rates, and as they increase their interest
rate on Government securities, interest
rates generally will be increased, they
would profit by it, and for that reason
they have encouraged anything in the di-
rection of increasing the interest rates
on Government, State, and other securi-
ties. I invite attention to the fact that
this goes much further than just the lan-
guage seems to indicate. If you will no-
tice the bill provides that not only shall
the Federal Government tax Federal
Government securities but also securities
issued by any instrumentality or agency
of the Federal Government. That means
that the R. E. A, cooperatives of your
district, if they issue any bonds or securi-
ties, will issue securities that are taxable,
and will therefore pay a higher rate, and
then if the R. F. C. wants to buy those
bonds and the R. F. C. sells other bonds
for the purpose of getting the money to
buy them, those also will have to pay
taxes and will carry a much higher rate.
So your local cooperative will have double
taxation to pay. This also applies to the
Farm Credit Administration. If you pass
this provision you may expect an increase
in the interest rate on farm securities,
and the Federal land banks, and all in-
terest rates to the farmers. You may
expect increased rates on the Commodity
Credit Corporation loans, and also on any
of the obligations that are sold by any
agency of the Federal Government, in-
cluding the intermediate credit banks, the
cooperative banks, the Federal land
banks, the Farm Credit Administration,
and all other agencies of the Federal Gov-
ernment. It is in the direction of in-
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creased interest rates. I submit that it
sounds mighty good to say, “Oh, we want
to tax these fellows; they have coupons
that they are clipping all of the time from
Government bonds that they are not
paying any taxes on.” But if tax exemp-
tion enables the Government to sell bonds
at a rate of interest that will not only
save the Government money on those
particular bonds, and more money than
if the Government paid higher interest
and collected taxes on them, and will also
keep the scale of interest rates down gen-
erally, I would hesitate to make them
taxable.

1 plead with you that if you believe in
the low interest we have been privileged
to enjoy through the R. E. A., the Farm
Credit Administration, the Commodity
Credit Corporation and all the rest of
the Federal agencies, you should, for the
time being, strike this out, and then if
they want a program of taxing all securi-
ties that are now tax-exempt, let them
bring in a full and completed program
for that purpose and not start with just
the camel’s nose under the tent. If I am
shown that the people will profit more
from any proposed plan to tax all securi-
ties now exempt from taxation, I shall be
glad to vote for it.

SHIFTING THE TAX BURDEN

Suppose a city in the future will be com-
pelled to pay a higher rate of interest
on its bonds because the holders of the
bonds will have to pay taxes on them
both to the Federal Government and to
the city, county, and State where the
holders reside. The city votes bonds for
needed public improvements, including
health and hospital facilities; the bonds
will doubtless provide a much higher
rate of interest because they will be tax-
able by the Federal Government and by
local governments where the owners re-

side; the money to pay the interest, in-

cluding the increased interest by reason
of the removal of the tax-exempt feature,
must be paid by local residents and prop-
erty owners in that town. Many cities
levy and collect what is known as an ad
valorem tax for such purposes. That
means one who has bought a home but
has not paid for it—only owes for the
home—will have to pay taxes on it as
though he owned it to pay this increased
interest. Other taxes, equally burden-
some, including sales taxes, are levied
and collected upon the poorest people
in a ecity and State and those least able
to pay for the purpose of paying the ex-
penses of the city or State, including in-
terest on the bonded debt.

Therefore the tendency to make States,
counties, cities, and political subdivisions
pay taxes on improvement bonds is a step
in the direction of not only making the
poorest people in our country help sup-
port the Federal Government by paying
a tax on what they owe—not necessarily
on what they own—but also to help sup-
port the cities of the rich where the own-
ers of the bonded indebtedness reside.
LOCAL INDEETEDNESS SHOULD BE REFINANCED

Instead of the Federal Government
penalizing the people in a State or city

by making them pay increased interest
rates on their public-improvement bonds,
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as proposed, the Federal Government
should refinance all existing indebtedness
against them for one-eighth of 1 percent
interest or less through the use of the
Government’s credit. It can safely be
done, and the local tax burden greatly
reduced. The change could well include
all future issues of bonds whose proceeds
are to be used for worthy public pur-
poses.

The CHAIRMAN. The time of the
gentleman from Texas has expired.

Mr. DOUGHTON. Mr, Chairman, I
rise in opposition to the amendment.

Mr. Chairman, the adoption of this
amendment will eliminate from the bill
the provision that would subject future
issues of Government securities to the
Federal income tax. That is very clear.
That is one of the main provisions of this
bill. The overwhelming majority of the
American people are convinced that un-
der the present law, which wholly or par-
tially exempts the income from Govern-
ment securities from the Federal income
tax, creates a privileged class or accords
to certain taxpayers a privileged status.
The present provision is intended to re-
move that diserimination and to place all
taxpayers on the same level and let each
and all of them, in accordance with their
ability, make the same contribution to
the support of their Government, ' This
is the time, in my opinion, when that step
should be taken.

The gentleman from Texas [Mr. Par-
MAN] says it is the forerunner of taxing
also State and municipal securities. Of
course, we can cross that bridge when we
get to if.

The gentleman from Texas [Mr. Par-
Mman] further says that the Government
will lose more than it will gain. Those
in the Treasury Department who are fa-
miliar with this situation estimate that
if this provision is retained in the law,
and these future issues of Government
securities are subject to tax the same as
any other income, the Government will
have a net gain of about $100,000,000 per
annum. That is the estimate made by
the Treasury officials.

Mr. PATMAN. Will the gentleman
yield for a question?

Mr. DOUGHTON. Yes; I yield.

Mr. PATMAN. Is it not a fact that
the Treasury says after all bonds have
been refunded? In other words, $65,-
000,000,000 of bonds, then we will collect
$100,000,000 annually on interest?

Mr. DOUGHTON. Oh, no; I do not
understand them to take that stand at
all. Why would they want it if there is
to be no gain? If there is not a privi-
leged class of taxpayers, why would this
measure be opposed? Of course, it is
not fair for a certain class of American
citizens—they may be Government em-
ployees, but people who have invested
their salaries in Government securi-
ties—to thereby avoid making any con-
tribution to the support of their Gov-
ernment? That is a condition that has
obtained entirely too long.

Mr. PATMAN. Will the gentleman
yield further?

Mr. DOUGHTON. Does the gentle-
man have any doubt but there is in the
minds of the American people the belief
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that this law should be so amended that
all taxpayers would be placed on the
same level?

Mr. PATMAN. But they will escape
payment if they do not have an income
of more than $800 for a single man and
more than $2,500 for a married man.

Mr. DOUGHTON. The gentleman did
not answer the question. What he re-
fers to is for the benefit of the small
taxpayer.

Mr. PATMAN. They would still be
exempt.

Mr. DOUGHTON. But these are peo-
ple who make large purchases of Gov-
ernment securities. I would like to ask
the gentleman if he knows any Federal
employee who does not have a salary of
over $800? The gentleman is setting up
straw men and shooting them down.

Mr. PATMAN. But, of course, they
have exemptions. This law will only
apply in cases.

Mr. DOUGHTON. Yes; an exemption
of $800 for a single man and $2,000 for
a married man,

Mr. PATMAN. There are not many,
I will say.

Mr. DOUGHTON. I am sure the
members of the Committee understand
this proposition, and I ask for a vote,
Mr. Chairman.

[Here the gavel fell.l

By unanimous consent, the pro forma
amendment was withdrawn.

The CHATRMAN. The question is on
the amendment offered by the gentleman
from Texas [Mr. PATMAN].

The amendment was rejected.

The Clerk read as follows:

Sgc. 5. This act, except sections 2 (b) and
(¢), shall become effective on the first day
of the month following the date of its
enactment.

Mr., DOUGHTON. Mr. Chairman, I
move that the Committee do now rise.

The motion was agreed to.

Accordingly the Committee rose; and
the Speaker having resumed the chair,
Mr. CannNon of Missouri, Chairman of the
Committee of the Whole House on the
State of the Union, reported that that
Committee, having had under considera-
tion the bill (H. R. 2959) to increase the
debt limit of the United States, to pro-
vide for the Federal taxation of future
issues of obligations of the United States
and its instrumentalities, and for other
purposes, directed him to report the bill
hack to the House with the recommenda~
tion that the bill do pass.

Mr. DOUGHTON. Mr. Speaker, I
move the previous question on the bill to
final passage.

The previous question was ordered.

The bill was ordered to be engrossed
and read a third time and was read the
third time.

The SPEAKER. The question is.on
the passage of the bill.

Mr. CROWTHER. Mr. Speaker, I
offer a motion to recommit.

The SPEAKER. Is the gentleman
opposed to the bill?

Mr. CROWTHER. I am in its present
form.

The SPEAKER. The Clerk will report
the motion to recommit.
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The Clerk read as follows:

Mr. CROwTHER moves to recommit the vill
H. R. 2050 to the Committee on Ways and
Means with instructions to report the same
back to the House forthwith with the follow-
ing amendment: Page 1, line 8, strike out
“$65,000,000,000" and insert “$60,000,000,000.”

Mr. DOUGHTON. Mr. Speaker, I
move the previous question on the mo-
tion to recommit.

The previous question was ordered.

The motion to recommit was rejected.

The bill was passed and a motion to
reconsider was laid on the table.

EXTENSION OF REMARKS

Mr. BUCK. Mr. Speaker, I ask unani-
mous consent to revise and extend the
remarks I made today and to include a
table from the Senate hearings.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia [Mr. Buck]?

There was no objection,

Mr, ANGELL. Mr., Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp and to include an
editorial.

The SPEAKER. Is there objection to
the request of the gentleman from Oregon
[Mr, ANGELZ]?

There was no objection.

GENERAL LEAVE TO EXTEND REMARKS

Mr. COOPER. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which
to revise and extend their own remarks
on the bill just passed.

The SPEAKER. Is there objection to
the request of the gentleman from Ten-
nessee [Mr. CooPER]?

There was no objection,

EXTENSION QF REMARKS

Mr. ELLIS. Mr. Speaker, I ask unan-
imous consent to extend my own remarks
in the REecorp and to include certain
editorials.

The SPEAKER. Is there objection to
the request of the gentleman from
Arkansas [Mr, ErLLis]?

There was no objection.

Mr. BEITER. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp and to include
therein certain excerpts from a news-
paper.

The SPEAKER. Is there objection to
the request of the gentleman from New
York [Mr. BEITER]?

There was no objection.

Mr. TAYLOR. Mr. Speaker, I an-
nounce to the House that I am in-
serting in the Recorp the first monthly
statement of the expenditures of the
Government for the month of January
this year, and I ask unanimous consent
to extend my remarks in the REecorp to
include this statement.

The SPEAKER. Is there objection to
the request of the gentleman from Colo-
rado [Mr. TavLOR]?

Mr. MARTIN of Massachusetts. Mr.
Speaker, reserving the right to object,
we appreciate the gentleman’s action
very much,

Mr. TAYLOR. Mr, Speaker, I expect
to introduce a statement of the same
kind every month,
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The SPEAKER. Is there objection to
the request of the gentleman from Colo-
rado [Mr. TAYLOR]?

There was no objection.

Mr. WHITE. Mr. Speaker, I ask
unanimous consent to revise and extend
my own remarks in the Recorp and to
include a table by J. P. Gibson, of Colo-
rado,

The SPEAEKER. Is there objection to
the request of the gentleman from Idaho
[Mr, WHITE]?

There was no objection.

Mr. LEAVY. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and to include
therein an article by Jay Franklin in
today's Washington Star on the subject,
Aluminum Output Held Insufficient.

The SPEAKER. Is there objection to
the request of the gentleman from
Washington [Mr, Leavy]?

There was no objection.

Mrs. NORTON. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorr and to include
therein the Supreme Court decision con-
cerning the constitutionality of the wage-
hour law. I understand this is over the
permissible limit, and I ask that it may
be included in the Recorp notwithstand-
ing the estimate of the Government
Printer, !

The SPEAKER, Is there objection to
the request of the gentlewoman from
New Jersey [Mrs., NorToN]?.

There was no objection.

Mr. HOFFMAN. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the REecorp and include
therein certain excerpts.

The SPEAKER. Is there objection to
the request of the gentleman from Mich-
igan?

There was no objection.

Mr. LELAND M. FORD. Mr. Speaker,
I ask unanimous consent to extend my
own remarks in the Recorp, and also to
state that I may be called out of town to-
morrow on a lawsuit but if I were here I
would vote for the continuation of the
Dies commitiee.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia?

There was no objection.

Mr. LUDLOW. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and include therein
a letter by Dr. Harry Emerson Fosdick.

The SPEAKER. Is there objection to
the request of the gentleman from Indi-
ana?

There was no objection.

Mr. BOREN. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the REcorp and include therein
a radio address that I delivered over
N. B. C. yesterday.

The SPEAKER. Is there objection to
the request of the gentleman from Okla-
homa?

There was no objection.

Mr., RANDOLPH. Mr, Speaker, T ask
unanimous consent to extend my own re-
marks in the Recorp and include therein
an article from American Aviation.

The SPEAKER. Is there objection to
the request of the gentleman from West
Virginia?

There was no objection,
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LEAVE OF ABSENCE

By unanimous consent, leave of ahsence
was granted to Mr. Housrton, for today,
on account of illness.

ADJOURNMENT

Mr. DOUGHTON. Mr. Speaker, I
move that the House do now adjourn.

The motion was agreed to; accordingly
(at 5 o'clock and 27 minutes p. m.) the
House adjourned until tomorrow, Tues-
day, February 11, 1941, at 12 o’clock noon.

COMMITTEE HEARINGS
COMMITTEE ON AGRICULTURE

The Committee on Agriculture will
+hold a hearing on Tuesday, February 11,
1541, at 10 a. m., on House Joint Resolu-
tion 15, in room 1324, New House Office
Building.

COMMITTEE ON THE MERCHANT MARINE AND
FISHERIES

The Committee on the Merchant Ma-
rine and Fisheries will hold public hear-
ings at 10 a. m. on the following dates
on the matters named:

Thursday, February 20, 1941:

H. R. 554, to exempt sail vessels from
the provisions of section 13 of the act of
March 4, 1915, as amended, requiring the
manning of certain merchant vessels by
able seamen, and for other purposes.
(Manning requirements for sail vessels.)

H. R. 2520, to amend the act entitled
“An act to except yachts, tugs, towboats,
and unrigged vessels from certain pro-
visions of the act of June 25, 1936, as
amended,” approved June 16, 1938.
(Manning requirements for seagoing
barges.)

Friday, February 21, 1941:

H. R. 2074, to amend section 353 (b)
of the Communications Act of 1934, as
amended. = (Experience requirements,
radio operators on cargo ships.)

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker’s table and referred as
follows:

192, A communication from the President
of the United States, transmitting three sup-
plemental estimates of appropriations for the
fiscal year ending June 30, 1941, for the War
Department, amcunting to $680,118,000 (H.
Doc. No. 74); to the Committee on Appropria-
tions and ordered toc be printed.

193. A communication from the President
of the United States, transmitting a draft
of a proposed provision pertaining to an ex-
isting appropriation for the Department of
Labor for the fiscal year 1941 (H. Doc No.
75): to the Committee on Appropriations
and ordered to be printed.

194, A communication from the President
of the United States, transmitting supple-
mental estimates of appropriations for the
fiscal year 1942 amounting to $42,180, for the
judicial establishment, as amendments to the
Budget for the fiscal year 1942 (H. Doc. No.
76); to the Committée on Appropriations and
ordered to be printed.

195. A communication from the President
of the United States, transmitting deficiency
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estimates of appropriations for the fiscal
years 1937 and 1939 in the sum of $788.68
and supplemental estimates of appropria-
tions aggregating $121,800 for the fiscal year
1941, amounting in all to $122,588.68, for the
judicial establishment (H. Doc. No.77); to the
Committee on Appropriations and ordered to
be printed.

196. A communication from the President
of the United States, transmitting a draft of
a proposed provision pertaining to the appro-
priation for the Work Projects Administra-
tion for the fiscal year 1941 (H. Doc. No. 78);
to the Committee on Appropriations and
ordered to be printed.

197. A communication from the President
of the United States, transmitting supple-
mental estimates of appropriations for the
Legislative Establishment for the fiscal year
1941, amounting to 875,000 (H. Doc. No. 79);
to the Committee on Appropriations and
ordered to be printed.

198. A letter from the Acting Secretary of
the Interior, transmitting draft of a proposed
bill to authorize the Secretary of the Interior
to convey the right, title, and interest of the
United States in certain property to Cecelia
Crow Arquette, an Indlan of the Yakima
Reservation, or her heirs or assigns; to the
Committee on Indian Affairs,

199. A letter from the Secretary of War,
transmitting a report relating to divisions of
awards for aircraft, aircraft parts, and acces-
sories therefor; to the Committee on Military
Affairs.

200. A letter from the Administrator. Vet-
erans’ Administration, transmitting draft of
a proposed bill to facilitate the making of
funds of life-insurance funds available fcr
expenditure and investment; to the Com-
mittee on Ways and Means,

REPORTS ON COMMITTEES ON PUB-
LIC BILLS AND RESOLUTIONS
Under clause 2 of rule XIII,

Mr. COCHRAN: Committee on Accounts,
House Resolution 92. Resolution providing
for an additional assistant in the disbursing
office of the Clerk of the House; without
amendment (Rept. No. 57). Referred to the
House Calendar,

Mr. JARMAN: Committee on Printing.
Senate Concurrent Resolution 4. Concurrent
resolution authorizing the printing of addi-
tional coples of Senate Document No. 8, cur-
rent session, of the report of the committee
appointed by the Attorney General to in-
vestigate the need for procedural reform in
various administrative tribunals; without
amendment (Rept. No. 58). Referred to the
House Calendar,

Mr. TAYLOR: Committee on Appropria-
tions. H. R. 3204. A bill making additional
appropriations for the fiscal year 1941 ur-
gently required for the Work Projects Admin-
istration and certain other Federal agencies,
and for other purpeses; without amendment
(Rept. No. 59). Referred to the Committee
of the Whole House on the state of the
Union.

Mr. LUDLOW: Committee on Appropria-
tions. H. R. 3205. A bill making appropria-
tions for the Treasury and Post Office De-
partments for the fiscal year ending June 30,
1942, and for other purposes; without amend-
ment (Rept. No. 60). Referred to the Com-
mittee of the Whole House on the state of
the Union.

Mr, HOBES: Committee on the Judiciary.
H. R. 2532, A bill designating the person who
shall act as President if a President shall not
have been chcsen before the time fixed for
the beginning of his term, or when neither
a President-elect nor a Vice-President-elect
shall have qualified; without amendment
(Rept. No. 61). Referred to the Committee
of the Whole House on the state of the
Union.
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CHANGE OF REFERENCE
Under clause 2 of rule XXII, the Com-
mittee on Pensions was discharged from
the consideration of the hill (H. R. 874)
granting a pension to Charlie Jones, and
the same was referred to the Committee
on Invalid Pensions.

PUBLIC BILLS AND RESOLUTIONS

Under clause 3 of rule XXII, public
bills and resolutions were introduced and
severally referred as follows:

By Mr. ARENDS:

H.R.3206 (by Jeguest). A bill to afford
greater protection to the purchaser of patent
rights; to the Committee on Patents.

By Mr. COFFEE of Washington:

H.R.3207. A bill to provide a permanent
force to classify patents in the Patent Office,
and for other purposes; to the Committee on
Patents,

By Mr, CURTIS:

H.R.3208, A hill to provide retirement
benefits for certain emergency.officers in the
‘World War; to the Committee on World War
Veterans' Legislation.

By Mr. HARTER:

H.R.3209. A bill to provide for reimburs-
ing Portage County, Ohio, for loss of certain
taxes by reason of acquisition of land by the
United States for the shell-loading plant
near Ravenna, Ohlo; to the Commitiee on
Military Affairs.

By Mr, HEBERT:

H. R.3210. A bill creating a commission to
hear, determine, and fix the amount of
claims against the United States for damages
arising out of the white-fringed beetle erad-
ication and control program in the State of
Louisiana; to the Committee on Claims.

By Mr. ERAMER:

H. R.3211 (by request). A bill to limit the
life of a patent to a term commencing with
the date of the application; to the Commit-
tee on Patents.

H.R. 3212 (by request). A bill to improve
the practice concerning applications for
patents made by plural applicants and pat-
ents issued thereon, to provide for applica-
tions in certain circumstances by assignees
of inventors, and to simplify the formal
application papers; to the Committee on
Patents,

By Mr. LANHAM:

H.R.3213. A bill to amend the act of Octo-
ber 14, 1940 (54 Stat. 1125), so as to expedite
further the provision of housing in connec-
tion with national defense, and to provide
public works in relation to such housing and
other national-defense activities, and for
other purposes; to the Committee on Fublic
Buildings and Grounds.

By Mr. SHANLEY:

H.R.3214. A bill to amend section 9 of the
act of June 10, 1922, so as to provide for
counting service in the National Guard of
the several States, Territories, and the Dis-
trict of Columbia in computing longevity
pay of warrant officers and enlisted men of
the Army and Marine Corps; to the Commit-
tee on Military Affairs.

By Mr. STEVENSON:

H.R.3215. A bill to give the Commissioner
of Patents power to protect inventors by
establishing adequate standards of profes-
sional conduct among attorneys; to the Com-
mittee on Patents.

By Mr. YOUNGDAHL:

H.R.3216. A bill to amend title 18, section
563, of the Code of Laws of the United States,
g0 as to provide compensation to attorneys
assigned to defend a person indicted for capi-
tal crime, or arraigned upon indictment for
any felony or gross misdemeanor; to the Coms=
mittee on the Judiciary.



884

By Mr. DIMOND:

H. R. 3217, A bill to authorize the construc-
tion of a Federal bullding at Valdez, Alaska;
to the Committee on Public Buildings and
Grounds.

By Mr. MCINTYRE:

H.R.3218. A bill providing that excess~
land provisions of the Federal reclamation
laws and limitations on farm-unit area and
water delivery in section 4 (c) (5) of the act
of October 14, 1940, amending the act of
August 11, 1939 (53 Stat. 1418), shall not
apply to lands having irrigation water sup-
ply from sources other than a Federal recia-
mation project and receiving supplemental
water supply from such a project or a project
under said act of October 14, 1840; to the
Committee on Irrigration and Reclamation.

By Mr. OSMERS:

H.R. 3219, A bill to provide for a prelimi-
nary examination and survey of the Hacken-
sack River, N. J., with a view to its improve-
ment and development in the interest of the
national defense; to the Committee on Rivers
and Harbors.

By Mr. LELAND M. FORD:

H.R.3220. A bill to advance on the retired
list officers of the Navy who have served as
Governor of Guam or American Samoa; to the
Committee on Naval Affairs,

By Mr. BAUMHART:

H.J.Res. 111, Joint resolution providing
for the observance of National Inventors'
Day and National Advancement Week; to the
Committee on the Judiciary.

By Mr. JENNINGS:

H.J.Res. 112. Joint resolution proposing an
amendment to the Constitution of the United
States forbidding any State or political sub-
division thereof to deny or abridge the right
of any citizen to vote on account of failure
to pay a poll tax or property tax assessed
against him; to the Committee on the Judi-
ciary.

By Mr. VOORHIS of California:

H.J.Res. 113. Joint resolution making an
additional appropriation for work relief and
relief for the fiscal year ending June 30, 1841;
to the Committee on Appropriations.

MEMORIALS

Under clause 3 of rule XXII, memorials
were presented and referred as follows:

By the SPEAKER: Memorial of the Legisla=
ture of the State of Wyoming, memorializing
the President and the Congress of the United
States to consider their enrolled Joint Me-
moerial No. 2 with reference to the sugar in-
dustry of the United States; to the Committee
on Agriculture.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private
bills and resolutions were introduced and
severally referred as follows:

By Mr. ARNOLD:

H.R.3221. A bill for the relief of Henry

E. Wachtel; to the Committee on Claims,
By Mr. BARRY:

H.R. 3222, A bill to authorize the President
to bestow the Navy Cross upon Edward
Abrams, former sergeant, United States
Marine Corps; to the Committee on Naval
Affairs.

By Mr. DARDEN of Virginia:

H.R. 3223, A bill to extend the benefits of
the Employees’' Compensation Act of Septem-
ber 7, 1816, to Loulse Johnson; to the Com-
mittee on the Judiciary.

By Mr. FULMER:

H.R.3224, A bill granting a pension to
Catherine Toale Culbertson; to the Commit-
tee on Invalid Pensions,
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By Mr. HEIDINGER:

H.R.3225. A bill for the relief of Dale L.
Barthel and others; to the Committee on
Claims.

By Mr. JENNINGS:

H.R.3226. A bill for the relief of William
C. Reagan; to the Committee on Military
Affairs.

H.R.3227. A bill for the relief of Ulysses
Walker, Oby Longmire, and Walter Craig; to
the Committee on Claims.

H.R.3228. A bill for the relief of B. H.
George; to the Committee on Claims,

By Mr. KEFAUVER:

H.R.3229. A bill granting a pension to Bell
D. Qualls; to the Committee on Invalid Pen-
sions.

By Mr. EOFFLEMANN:

H. R.3230. A bill for the relief of Dr. Morris

B. Toubman; to the Committee on Claims.
By Mr. ERAMER:

H.R.3231. A bill to enable Mike Agalsoff
and others to enter and remain permanently
in the United States; to the Committee on
Immigration and Naturalization.

By Mr. McGEHEE:

H.R.3232. A bill for the relief of William
Francis Agard; to the Committee on Claims.

H.R.3233. A bill for the rellef of Charles
H. Wright; to the Committee on Claims,

By Mr. MAAS:

H.R.3234. A bill for the relief of Mrs.
Lawrence Chlebeck; to the Committee on
Claims.

By Mr. MAGNUSON:

H.R.3235. A bill authorizing Maj. Walter |

V. Cotchett, United States Army, retired, to
accept the decoration and diploma of Com-
mander of the Legion of Honor bestowed
upon him by the Government of France; to
the Committee on Military Affairs.

H.R.3236. A bill to enable Eva Sofia Bild-
stein and her minor son, Jorg Bildstein, to
remain permanently in the United States;
to the Committee on Immigration and Natu-
ralization.

H.R.3237. A bill for the rellef of Joseph
Just; to the Committee on Immigration and
Naturalization.

By Mr. MARTIN of Massachusetts:

H.R.3238. A bill granting an increase of
pension to Barah C. Guello; to the Commit-
tee on Invalid Pensions.

By Mr. RAMSPECK :

H.R.3239. A bill authorizing the Secretary
of War to bestow the Bilver Star upon Charles
H. Drayton; William J. Cordes; James D, De-
Loache, Jr.; Hulon G. Campbell; Eric B.
Logan; Frank A. Gibson; George W, Drake;
Henry T. Boman; Luther M. Kiger; Ellis F.
Dikeman; George R. Brock; William J, Smith;
Charles C. Ingram; and Merrill 8. Brown; to
the Committee on Military Affairs.

By Mr. SCHUETZ:

H. R.3240. A bill for the relief of Anastazja
Nowik; to the Committee on Immigration and
Naturalization.

H.R.3241. A bill for the relief of Daniel S.
Snyder; to the Committee on Military Affairs.

H.R.3242. A bill for the relief of Eugene J.
Ruhnke; to the Committee on Naval Affairs.

H.R.3243. A bill for the relief of John
Klasek; to the Committee on Claims.

H.R.3244. A Dbill for the relief of Eeith
William Kinney; to the Committee on Naval
Affairs.

H.R.3245. A bill for the relief of Thomas
J. Eruk; to the Committee on Military Affairs,

H.R.3246. A bill for the relief of Paul G.
Lorenz; to the Committee on Military Affairs,

H.R.3247. A bill for the relief of Mrs. O, B.
Olson; to the Committee on Claims.

H. R.3248. A bill for the rellef of Walter C.
Paplow; to the Committee on Naval Affairs.

H.R.3249. A bill for the relief of Morris
Skolnik; to the Committee on Claims.

H.R.8250. A bill for the relief of Frances
g:tt-erer; to the Committee on Invalid Pen-

ns,
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By Mr. SOMERS of New York:
H.R.3251, A bill for the relief of Marcus
Moses Nathansohn, his wife Adele Nathan-
sohn, his son Jacob Lazar Nathansohn, and
his mother Bela Nathansohn; to the Commit-
tee on Immigration and Naturalization.

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions
and papers were laid on the Clerk’s desk
and referred as follows:

253, By Mr. CASE of SBouth Dakota: Me-
morial of the South Dakota State Legisla-
ture, a copy of Senate Concurrent Resolution
No. 3, pledging support to a national program
for farm legislation and memorializing Con-
gress to enact such legislation as will produce
the essential elements of cost of production
or parity; to the Committee on Agrieulture.

254, By Mr. LUTHER A. JOHNSON: Petition
of Stewart Moore, of Waxahachie, Tex., oppos=
ing House bill 87, to impose a 2-cents-per-
pound duty on binder twine imported into
this country; to the Committee on Ways and
Means.

2556. By Mr. ERAMER: Resclution of the
California Mission Trails Association, Ltd.,
recommending and encouraging the continu-
ance of the Civilian Conservation Corps pro=-
gram within its territory and throughout the
Nation, because of the great amount of fine
work done by the corps in the line of soil-
erosion correction, protecting and conserving
forest areas, and increasing recreatipnal facili-
ties in the California State parks; to the
Committee on Appropriations,

256. By Mr. McINTYRE: Joint memorial of
the Legislature of the State of Wyoming,
memorializing the Congress and President of
the United States of America to enact legis-
lation to consider means of protecting the
sugar-beet industry of the State of Wyoming;
to the Committee on Agriculture.

257. By Mr. MERRITT: Resolution of the
Regular Democratic Club, first zone, first as-
sembly district, county of Queens, N. Y,
opposing the passage of House bill 1776, un-
less, in the opinion of our Representatives
of New York, it contains sufficient amend-
ments to guarantee that our country shall
not be involved in the present European con-
flict; to the Committee on Foreign Affairs,

258. By Miss RANKIN of Montana: House
Joint Memorial No. 1, enacted by the Twenty-
seventh Session of the Legislative Assembly
of the State of Montana, to the Congress of
the United States, requesting passage of
legislation for the creation and establishment
of the Townsend recovery plan and for bene-
fits to be pald to all persons over the age of
60 years; to the Committee on Ways and
Means,

259, Also, Senate Joint Memorial No. 4, en-
acted by the Twenty-seventh Legislative As-
sembly of the State of Montana, in relation
to the construction of a water-conservation
project in the valley of the Little Missouri
River for the irrigation of lands in the Little
Missouri Valley in Wyoming and Montana;
to the Committee on Irrigation and Recla-
mation.

260. Also, House Joint Memorial No. 2, en-
acted by the Twenty-seventh Session of the
Legislative Assembly of the State of Mon-
tana, to the Congress of the United States,
requesting the enactment of appropriate
legislation in the mame of patriotism and
Justice making all bonds issued by the United
States Government, any State, or other Gov-
ernment agency, taxable; to the Committee
on Ways and Means,

261. By Mr, TINKHAM: Petition of resi-
dents of Boston for the protection of Ireland's
neutrality; to the Committee on Foreign
Affairs,

262. By the SPEAKER: Petition of the West
Allis Peace Council, West Allis, Wis., peti-
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tioning consideration of their resolution
with reference to foreign affairs; to the Com=-
mittee on Foreign Affairs.

263. Also, petition of the Daughters of the
American Revolution, Fort Callens, Colo,,
petitioning consideration of their resolution
with reference to House bill 1776 and S:znate
bill 275, known as the lease-lend bill and for-
eign affairs; to the Committee on Forelgn
Affairs,

264. Also, petition of Frank A. Hourihan,
of Chicago, Ill., petitioning consideration of
their resolution with reference to redress of
grievances; to the Committee on the Judi-
ciary.

HOUSE OF REPRESENTATIVES
Tuespay, FEsruary 11, 1941

The House met at 12 o’clock noon.

Rev. James Hart Lamb, Jr., of Christ
Church (Old Swedes), Upper Merion,
Pa., offered the following prayer:

Most gracious God, we humbly be-
seech Thee, as for the people of these
United States in general, so especially
for their Senate and Representatives in
Congress here assembled, that Thou
wouldst be pleased to direct and prosper
all their consultations, to the advance-
ment of Thy glory, the safety, honor, and
welfare of Thy people; that all things
may be ordered and settled by their en-
deavors, upon the best and surest
foundations, that peace and happiness,
truth and justice, religion and piety, may
be established among us for all genera-
tions,

Bless our land with honorable industry,
sound learning, and pure manners. Save
us from violence, discord, and confusion;
from pride and arrogancy and from
every evil way.

Defend our liberties and fashion into
one united people the multitudes brought
hither out of many kindreds and tongues.

Imbue with the spirit of wisdom those
to whom in Thy name we enfrust the
authority of government that there may
be justice and peace at home, and that,
through obedience to Thy law, we may
show forth Thy praise among the na-
tions of the earth.

In the time of prosperity fill our hearts
with thankfulness, and in the day of
trouble, suffer not our trust in Thee to
fail.

All which we ask in the name of Thy
Son, Jesus Christ, our Lord. Amen.

The Journal of the proceedings of yes-

terday was read and approved.
MESSAGE FROM THE SENATE

A message from the Senate, by Mr.
Frazier, its legislative clerk, announced
that the Senate had passed without
amendment a joint resolution of the
House of the following title:

H.J.Res. 89. Joint resolution making
an additional appropriation for the Mili-
tary Establishment for the fiscal year
ending June 30, 1941,

The message also announced that the
Senate had passed a bill of the following
title, in which the concurrence of the
House is requested:

S.187. An act to provide for the estab-
lishment, administration, and mainte-
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nance of a Coast Guard Auxiliary and a
Coast Guard Reserve.

EXTENSION OF REMARKS

Mr. SCHULTE. Mr. Speaker, I ask
unanimous consent to extend my remarks
in the Recorp by including a letter I had
the pleasure of receiving from the State
administrator of W. P. A.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana?

There was no objection.

COMMITTEE ON IMMIGRATION AND NATURALI-
ZATION

Mr. SCHULTE. Mr. Speaker, I ask
unanimous consent that the Committee
on Immigration and Naturalization may
be allowed to sit during the session of the
House tomorrow.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana?

There was no objection.

EXTENSION OF REMARKS

Mr. MANSFIELD. Mr. Speaker, I ask
unanimous consent to extend my remarks
in the Recorp by including therein a bul-
letin issued recently by the National Geo-
graphic Society on the inland waterways
of Germany, as published in the New York
Times last Monday.

The SPEAKER. Is there objection to
the request of the gentleman from Texas?

There was no objection.

Mr. O'HARA. Mr. Speaker, 1 ask
unanimous consent to extend my own
remarks in the REecorp and to include
therein a splendid patriotic address upon
citizenship by the Reverend Alfred R.
Struefert, of the First Evangelical Lu-
theran Church, of Glenco, Minn.

The SPEAKER. Is there objection to.

the request of the gentleman from Min-
nesota?

There was no objection.
PERMISSION TO ADDRESS THE HOUSE

Mrs, ROGERS of Massachusetfs. Mr.
Speaker, I ask unanimous consent to pro-
ceed for 1 minute and to extend my re-
marks in the Recorp, and to include
therein an article by William A. Millen
which appeared in the Star.

The SPEAKER. Is there objection to
the request of the gentlewoman from
Massachusetts?

There was no objection.

[Mrs, Rocers of Massachusetts ad-
dressed the House. Her remarks appear
in the Appendix of the Recorp]

EXTENSION OF REMARKS

Mr. ELLIOTT of California. Mr.
Speaker, I ask unanimous consent that
my colleague from California [Mr. SHEP-
rarRD] may place in the Recorp a state-
ment prepared by him, and also a clip-
ping from a newspaper.

The SPEAEKER. Is there objection to
the request of the gentleman from Cali-
fornia?

There was no objection.

Mr, EDELSTEIN. Mr, Speaker, I ask
unanimous consent to extend my own
remarks in the REcorp by including
therein a speech I delivered on Sunday,
February 9, 1941, at the celebration of
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Polish Day held at the city hall at New
York, i

The SPEAKER. 1Is there objection to
the request of the gentleman from New
York?

There was no cbjection.

Mr, SANDERS. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Appendix of the REcorp
and to include therein a table showing
the unemployment situation with rela-
tion to the W. P. A. in my district.

The SPEAKER. Is there objection to
the request of the gentleman from Lou-
isiana?

There was no cbjection,

THOMAS A. EDISON

Mr. VREELAND. Mr. Speaker, I ask
unanimous consent to speak for 1 minute
and to revise and extend my own re-
marks.

The SPEAKER. Is there objection to
the request of the gentleman from New
Jersey?

There was no objection.

Mr. VREELAND. Mr. Speaker, today
is the anniversary of the birth of Thomas
A, Edison. As you probably know his son,
the former Secretary of the Navy, and
now the Governor of the sovereign State
of New Jersey, is carrying on the tradi-
tions of his great father. Unfortunately,
in these days of strife and strain we
sometimes forget some of the benefits
which are given to us by inventors and
sons of the United States, such as Edi-
son. Without the electric light or the
phonograph or the radio, as well as
many other of his great inventions, we
would not enjoy the peace and prosper-
ity we have in this country today and, in
fact, we would not have this micro-
phone, which allows us to speak in a
conversational tone and still be heard
all over the Congressional Chamber.

I have introduced a resolution to ask
the President to declare February 11 as
Edison Day, with due ceremonies in the
various State and public institutions. I
hope Congress will not forget this great
benefactor. [Applause.]

[Here the gavel fell.]

EXTENSION OF REMARKS

Mr. BENDER. Mr. Speaker, I have
two requests. First, I ask unanimous
consent to extend my own remarks in
the Recorp. Next, I ask unanimous con-
sent to extend my own remarks and in-
clude therewith a statement by Walter
I. Beam, executive vice president of the
Cleveland Chamber of Commerce.

The SPEAKER. Is there objection?

There was no objection.

WOMAN’S PATRIOTIC CONFERENCE ON

NATIONAL DEFENSE

Mr. CASE of South Dakota. Mr.
Speaker, I ask unanimous consent to pro-
ceed for 1 minute,

The SPEAKER. Is there objection?

There was no objection.

Mr., CASE of South Dakota. Mr.
Speaker, a great many Members of Con-
gress attended the Women's Patriotic
Conference on National Defense, held in
Washington, a few days ago. I think
they and others will be interested in hear-
ing the resolution finally adopted by that
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